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Based on the National Longitudinal Surveys of over 
10#000 men and^voien ag^d eighteen to tuenty^seven vho ve^e 
, int^erviewed annually from 1966 through ^1971*, this study ^investigates 
ho,v the youth labor market operates and identifiers its manpower '| 
problems that should be addressed by policymakers, A five-part 
recursive' model is established for the youth labor market consisting 
of labor mar ke\ St atus,^ vage dete;:aii)aticn, turnover, duration of 
subsequent unemployment, and va^ growth*^ It is found that (1) the 
relationship between educational attainment and subsequent labor 
metrket success is striking; (2) education has a positive effect on 
wages; (3) job tenure is a deterrent to turnover, but job change 
represents a definite attempt to improve economic position; (4) the 
duration of unemployment and wage growth are directly affected by. 
aggregatj^ economic conditions since any decline dispropcrtionatel7 
falls on youth, increasi|^g the duration a jid decreasing their earning 
potential; (5) workers generally do not remain in jclis below their 
capiabilities; and ^6) competitive forces rule t^e youth job market 
with* productive capabilities being rewarded and workersr who initially 
earn l^ss than their potential increasing their wages over time« 
Compeorisons are *drawn between early market entrants and 
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7 , • • . PREFACE , . • ■ 

.Yoyhg -people In'.their Ute teens and early twenties, preser^t some Lf 

.the most challenging problems for manpower policy, .they dart in and out 

^of employment, school , and unemployinent; .are battered about by the ebb 
. ^\ . • 1 ^ 

aggregate economic conditions; and suffer -the , severe effects 

7 . • • • 

of race and sex dtscrimtnation. Yet, as youth reach their mid-twenties 
many of these problems, moderate— itnemployment rates, aire' s'ubstantially 
•lower; average wages; substantially higher. ' This study Ves six years ' 
of data from the National Longitudinal Surveys of young men and women to 
investigate how young people adapt to the market place. We,estin)ate» a 
recursiyt model of five interrela£ed activities: school enrollment and 
labor: force status., wage detenr(ination , turnover duration of subsequent 
unemployment, and wage grcfwth.. These .topics have for the. most ^iart been 
ihve&tigated separately. Linking them together in a unified theoretical 
fra.mework facil itates, a synthesis of past research and provides 'n6w 
insight into some of the complex. problems of youth. - 

. • A number of ji'eople ha\^e contributed to this study. Katherihe Desmond 
served as an able research assistaTit throughout most -of the study, f rpm . 
the initial creation of data se€s "through the writing of the first draft 
01; Xhe report. Her dilige'nt and intelligent handling of data probl ems , and 

• * * ' " . 

her help fn coordinating the many phases of this study are greatly appre- 
ciated. Mark Chandler assisted in initial data creation and collaborated 
on tfie appendix to Chapter IV. 01 Me Ballard served as research assistant 











*^ during the clt)sing weeks of study. Elizabeth-Neal typed the draft report , 
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and much of the final report, darlene King also typed parts of the final 




^ report. ' • . ^ 
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In 'addition, several people provided helpful comnents on a'n early draft 
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^ of jthe study, ^herwin Rosen arid Edward Kalachek eafh tboroijghly'reviewed 




the entire draft, and their perce*ptive comments added measurably to the 




quality of the final product. .Stanley Stephenson, Charles 3rown, and 




Andrew Kohen also provided useful comments on an earlier draft. 




This study was Qndertaken with the encouragement and financial support 

< * 




of the Office of Research and Development, Employment and Training Adminis- 




tration. .Ell6n Sehga^ of ETA offered useful suggestions and encouragement 




at various times during the study. 




All, remaining errors and defects are the sole responsibility of the 


J 


authors. . ' . 

• 




■ ■ t 

* X . ' " 

* , * 






• 


0 • / ■ . . 

ERIC * ' . 

• ■ ■ . _. : : . — 





TABLE OF CONTENTS 




Preface 

Chapter I Introduction 

1.1 Model, Data, and Estimating Procedures 
K2 'Rajor Findings' 

Labor Metokfet Status . 
Wage^ Determination ! 
Turnover 

Unemployment Duration 
Wage Change ' 

Chapter II A Dynamic Model of ^the Youth Labor Market 

2.1 Data and Model 

2.2 Longitudinal Data arid Recursive Models 

2.3 Plan of the Study 

Footnotes , . 

Chapter III Schooling and Labor Market Activities of Yoiith 

. 3.1 School Enrollment and Labor Market Activities 

■ ■ Tabular Analysis • • 

3.1a Survey Week and Survey Year 

Activities 
a.lb'^abor Markiet Activities of 

Youth Grouped by Educational 
Attainment 

School Enroliment and Labor. Market Activities 
MultivarieFte Analysis 

3.2a Survey .Year ilesul ts 
3.2b Survey Week Results 
3.2c Additional Evidence 

3.3 Determinants of Educational Atta^lmnent- 
u " 3r3 Conclusions 
" Footnotes 

V' ' ' ~. ' Appendix Log it Analysis 



3.2 



^ . • ■ ■ ■ ■ 

Chapter IV • Wage Detemi nation: The Impact of Personal 

Characteristics, Aggregate Economic Conditions 
^ ' and Market Structure * . 

4 J Th0^ Wage Deternrinaticvi Process ^ * ■ 

4.2 Empirical Findings 

4.2a The Impact of Personal 
Characteristics , - 
4.2b The Impact of Aggregate Economic 
[ ' ' Conditions 

4.2c The Impact of Market Structure 

4.3 Further Evidence 

c 4.3a Uniqn Membership and Wa^ge^ Bates 

"4.3b. Wage Determination for Youths 

and Adults: A 'Comparison 
4.3c Race, Sex., and Wage Growth --^ 

« 

4.4 Conclusions ^ " . 
Footnotes 

Appendix An Investigation of the Determinants 
of Sex .Differences^ in Union 
Membership^ ^ 

Chapter V The Determinants of Job Changing Activity Among 
Youth 

5.1 A Model of Labor Turnover 

5.2 TKe Determinants of Job Turnover 

Market Differential 
Job -Tenure * 

Race , * 

Education, fjjarital Status,. and Sex 
. ' . * ^ Aggregate Economic Conditions 

5.3 Selectivity Bias and the Draft 

5.4 Conclusions 

Footnotes ^ • " 

Chapter VI Duration of Unemployment ^mong Job Changers^ 

6.1 Job Search, Unemployment Durationr : 
and Market Equilibration ^ ' 
^' 6.2 Empirical Findings ♦ 

Market Differential ' 'v-r-* 

Aggregate Economic Conditions 
Personal Cft^h:;acteri sties ; 



6.3 The Unemplojonent Experience: A Long. ' 

. Run^'Analysis , 

6.4 Conclusions* , ' 
Footnotes ' 

Chapter V^H- Wage ^ro.wt^H^he Acquisition of Productive . 
Skills and Market Equili-bration . . 

7.1 The Wage^Growth Process 

7.2 Determinants of Wage Growth': Empirical 

Evidence 

Market Equilibration 
o Job Changes and Unemployment 
Duration 
Education^ Training, and Work 

Experience ' 
Aggregate- Economic Conditions 
*ic3 - Wage Growth: A Long Run View 
7.4 Conclusions 
Footnotes 

' I * 

Chapter Vllf Conclusions and Policy Implications 

8.1 ' Summary of Findings 
. 8.2 Policy Implications 

References 

V 



I 



TABLES 

• . Page 

2.1 Unemployment Rates by Sex, Age and Race: 19'67 and 1975 23 

2.2'* A'^ynamic Model of the Youth Labor Market: The Initial (Age 24 
. 18-1^ Iteration 

2"';3 /Sample Distribution by Age and Survey Year for NLS Young Men and 25 
Women Data ' * • . 

3J - Activities, Selected Ages ^\ , * ='^9 

3.2; Survey Week Activities by Enrollment Status,. Selected Ages, ; 50 

3.3 Post-School Activities of Males Grouped by Educational Attainment .51 

3.4 Post-School Activities of Females" Grouped by Educational Attainment 52 

3.5 Mean Wages of Workers Grouped by Educational Attainment '53 

3.6 Variables used in Survey Year Activity Analysis: AgesJS, 20, 24 54 

3.7 Variables used .in Survey Week Activity Analysis:. Ages 18, 20, 24 56 
3.8, Determinants of Survey Year Activity: Males- Ages 18, 2oQn^,-24- 58 



3.9 Derivatives Evaluated at the Mean: Survey Year Activity, Males', 60 
Ages 18, 20, 24 



4 



3.1.0 Determinants of Survey Year Ac-tivityj Females Ages 18, 20, 24 61 

3.11 Derivatives Evaluated at the Mean: Survey Year Afctivity,- Females 63 
Ages 18, 20, 24 ^ ' 

3.12 Determinants of Survey Week Activity: Males Ages 18, 20, 24 64 

3.13 Derivatives Evaluated at the Med'n: Survey Week Activity, Males 55 
Ages IB, 20. 24 • ' • 

3.14 Determinants of Survey Week Activity: Females Ages 18, 20, 24 67 

^.15 Derivatives Evaluated at the Mean: Survey Week Activity, Females, 69 
. A^es 18, 20'. 24 " » . ' • 

3.161 Regression Estimates of Educational Attainment 70 

4.1 Variables Used, in Wage Regression .93 



4.2 Stage I and Stage II Wage Regression^: Age 18 



95 



' 4.3 
.4i4 
4.5 

A4J 
A4.2 

■A4.3 

A4.4 

5.1 
5'. 2 
5.3 
5.4 

5.5 

5.6 
6.1 

6.2 

6.3 

6.4 

6.5 

6.6 

7.1 

7.2 

7:3 

7.4 

7.5 



Stage I and .Stage II Wage Regressions;? Age"20 
•StS^e I and 5tage II Wage Regress ions:j- ./|ge 24 
Stage I and Stage II. Wage Regressions: 



Mean"Values of Independent Variables bj Union Membership Status 112 

Determinapts of Union Membership: Stritified by Fulltime and 113 
Parttime Workers 



All Ages (1970) 



Page 

'97 
99 
1D1 



.Derivatives Evaluated at the Mean: Union Membership Model 
Stratified by Fulltime-Parttime Workers • , 

I 

Linear Regression Estimates of the Sex Dlifferential in Union 
Memberships , , r | . - 



Variables Used in Turnover Analysis 

i ' 

Determinanjts of Turnover Actfvity: Agei ll8,'20,-24 Males 

Determinants af Turnover Activity: Age )8, 20, 24 Females 

Derivatives Evaluated at the Mean:' Turnover Analysis Males Ages 137 
18. 20, 2.4 . I " 



114 

115 

131 
•133 
135 



Derivatives Evaluated at the Mean: TurntHver Analysis Females 
Ages 18, 20, 24 



139 



141 



ERIC 



Turnover Analysis: Combined Sample 

dob Changers Moving Directly to a New Job 'Without Any Interveningl52 
Unemployment, by Reak)n far Job Change: .Ages .18 1- 19 

Variables used in Duration of Un&mploymejit Analysis \ ' 153 

Duration of Unemployment Regressions^ Age 18 154 

Duration of Unemployment Regressions: A^e 20 155 

Duration of Unemployment Regressions: Aige 24 156 

Unemployment Experiences 1966-1970: Mal^ Aged 18-24 in 1966 157 

Variables used in Wage Change Analysis \ ' 

Wage Change Regression: Ages 18-19 ^ 173 

Wage Change^Regression: -Ages 20*- 21 ' ' ^174 

Wage ^Change Regression: ' Ages 24 - 25 j 175 

Determinants of ^Wage Groi^rth 1966-1970:. 'Males Aged 18-24 in 1966 176 

10 ;.. ■ - 



• * FIGURES . . ^ 

2j1 • A Flow Chart of the Model . ' 

4 ja Marke't Opportunity Coefficients by Ager: Males (White) 

4.1b Market Opportunity Coefficients by Ager Males (Black) 

4/lc Market Opportunity Coefficients by Age: Females (White) 

'4. Id Market Opportunity Coefficients by^Agfe: Females (Black) 
4.2 1970 Wage Rate by Age i 



. . ■ CHAPTER.I . . ' ^ ^ . - 

* ' ^ • * I 

. ' Introduction 

. ' ■ - '■ ^ , ■ • ■ . . • ' 

This stuidy is an econometric Investigation "of the youth'Habor market using' 
^ data taken from th'e Natlorial Longitudinal Surveys for yoijng men and women. In this 
chapter we' provide a brief overview of the study, 'first discussing the analytic 
framework, th^ data, and. the estima'ting pr6jedures, and then 'summarizing major*, .' 
^findings. 



\ 



> ■ . , 

^•^ Model, Data, and Estimating Procedures * ' ' 

. ^ '■ ~ ' • • . : 

Using the NLS data for young men and women, we estimate a recursive model of* 
* - • • • *,'■'* 

^abor market behavior that has. five comporfents: labor market status, wage determi- 

nation, turnover, unemployment duration and wage change. The model, is s-tratified 
by age. We begin by pooli^ig all 18 year olds and estimating the status and wage 
detefmination compon^s. Next, we follow the 18 year olds to th$ next year's sur- 
vey (where they are 19), and documen.t their dynamic activ1*ty--job and wage changes, 
unemployment duration, etc ' Using both sets of observations, W£ estimate the turn- 
over, unemployment and wage change compooen'ts. A second. Iteration estimates the 
status' and wage determination components for 19 year olds, and then examines tum^ 
over, unemployment and wage change between ages 19 and 20. Successive Iterations 
rees.timate the model for each age group through 27-28., Stratification of the model 
by age hel'ps pinpoint important changes in the^outh labor market and prbvides 
observations from different years characterized by varied aggregate economic condir 
tions. The model is estimated 'for « combined sample and separately for each race 
and sex. The status and turnover components are estimated by multinomial logit 
analysis; the other components, by regression techniques. ' A .detailed description 
of the iverall model is presentjed in Chapter II. * - 



.•1.2' MajiVr Findings ' ' " ' ' " " 

■ ■. ' ' .. _ » , •"'.'» 

• t'tassiiFied by model component, ouc. ma empirical findings can be summarized 

:•••'.*■• . • r " 

viis follows : ' . . 2^ 

' ■ , • >'•»-. 

Labor 'Hark6t Status (Chapter III)- 

The. status 'component examines the sorting ^of individj^^MH^Trlct school; 

and ^ther activities at ea^b ag?. Three moSels are e$tima^^eff,to analyze various. 

facets of this/sorting process. The school-work choiceMi ern|)ha,s1zfd tn a multi- 

nomial't^git model of four mutually" exclusive and exhaustive^ alternatives: working 

not £n^<lfled; working, enrolled; enrolled, not working,; and othe);; (nqt enrolled or' 

• \ . ^ ' ' * / 
working)/? The more traditional distinction between employment,. unemployment, and 

out Of t'hevlabor'force is emph?isized in' a seOMd multinomial -logit model. Fina^^, 

we estiiHat&7a model of the educational' attainSnt of year^olds, an age when 

. nearvl/s^all ^respondents had completed their fprmal^<educatib<^. ■ 

(1) College-age blacks are more likely to be enrolled in school than 

* ' •* , 

whites with similar measured abilitJes and soc^ioecortomic backgrounds • a - 
The 'averagef enrollment rate of blacks 'is, however, substantially lower, ' 
ref|eqti«g important background differences . Similarly^ equally qualified 
blocks at age 2^ are just as' l-iRely to be employed, as whUes, but the^ 
black unemployment ratg^st this age is more than 4 percentage points higher . 
tfcan the white rat^., At younger a^es, racial disparities, fji mipiployment / . • 
are greater; bl^acks are more likely to be unemployed at ages *18, and 20 
even controlling fotf.persortal and family characteristics* • ^ 

(2) At every age, females are more likely than males to .drop out of the , . i 
Qabcfr' forte, and those out of the labor force are less* likely to be enrolled 



school. Unempljoyment rates* for, females are higher, with black females- 

:lTig the most sev^ere^nemplWment problem.' '. 

I. 

Hhe relationship between educational attainment and subsequent labor 

- y . - - \ ■ • ' ' • • 

mprkeijsuc&essi is striking. Unemploymefk rates are' persistently higher for 

indiviqiial^ who do not go on to college; -Viitial wage rates ,are lower and 

rise mork slowly. For ea"ch~^ige-and level o\ educational attainment, 

\ * \ ' 

females faV^e worse than iriales; the most' serioUs early labor' market problem^s, 

\ " ' ^ * ' \ * ' * ' 

/as indicated ^by unemployment rates and average^age rates, are faced by, 

. \ 

female high sc'hool dropou.ts. 

(4) Reflecting ^deteriorating aggregate labor ,marke\ cpnditions, unemployment 

increased from 1968 tq 1971 for .each race-sex group. '\ Enrol Iment rates 

' ' ■ ■ ■ \ ^ 

among males also dropped during this period. This d6cyhe may partly result 

' • , ' ' ■ ^ " \ 

from reduced pressures to remain in school as a method g\ avoiding military . 

service during the Vietnam era. . ' ' \- 

/ • • \ ■ ■ " 

. \\- . 

Mage Determination (Chapter IV) 



• At eagh age iteration, a two stage wage determination moWl Is estimated." In 
the first stage attual wage is regressed on a set of human cap\tal variables, sex 

and r^ce dummi^ (except When the sample is ^tratified by' Sex an^/or race) .and 

■ ' ■_ ■ ■ . --^ \ "■ ' ■ 

dumriy variables indicating Hhe year the respondent was the relevaht age. In the 

second stage, the regression is* expanded to include structural yarWles such as ( ' 

09cupati6ha% industrial and locational status. The two stage framfework is employed 

to investigate the routing effect of humaij capital (how much of education's impact 

on wages Is Jndlrect— working through the occupational structure) and the Importance 

i - - - ■ " - ■ - ' - V • 

of structural or demand s1d6. factors in the wage determ.1 nation process kOotrolling. 

.for variation in "worker quality, In wh^t occupations. anc(1ndus'tc1es do workers 

recel ve. wage premi ums ) . , , 

k ' . ■ . ' ■ " ■ ■ 



0) Education has' a large positive impact on wages; the impact increafses with age.. 
* 'Ind is greater for females. . ' 

^ (2) Married workers receive a wage premium that declines sharply with age,. Disaggre 

gating by sex reveals that.tnarried m,ales receive a large premium that declines only 

modestly with age, while females begin with a^malV premium that turn§ into a dis- 

'count and becomes successively more negative after age 19. • 
(3) AblHty, health status, and attitudes all, have the antiiipa^ted impact on wages. 

Although coefficients are typically significant, the change in wage implied by large 

differences in the independent variables is rather modest. The variables increase 



in impact with age. 



(4) >*Workers a^so enrolled in school receive wage discoun|;s that range from 17 per- 

•■ . ■ / * / 

cent at -age 18 to 10. percent at age 24. 



(5) Taking a, vocationali^program in high school or a formal tf'aining program has a 
positive impapt on wages. The effect ^f a training pr£)gram is greatest for bjaqk 
females, 'increasing waggs by 10 percent at age 18. At that age,, a. training program 
, has no significant impact on wages of the other sex-race groups; by age 24 it has' • 
a. s'ignificant impact for all except. black males. Taking a vocational progranj in 
,high school initially benefits white females the m^st, increasing wages bj/ 8 percent 
at age 18. By age 24, the vocational training pr^^i^m variable has "a sic(n:ificant 
effect only for white mal'es, where a^'g percent increase in wages is estl^lnated. 



. (6) Controlling for measured differences In productive capabilities, blacks an^l 

females receive Tower-wages.. These wage discounts increase with age. 

• ■ ■ . . ' • ' ' 1 - . 

(7) We find substantial wage flexibility In response to aggregate Tabor market 
conditions. For males, real wages--standardi zed by age and skill level— ijicfreased 
drama ticaTfy^ during the boom period of the late 1960's. When aggregate labor market 
conditions deteribriated in 1970, -however, real wages stagnated f^r older workers 



rr.9^^ed 22-26) and actually declined for younger workers » For ^females, we find th 

ERJC 15 . ' 

™rcal wages Increased sharply in 1969. and , stagnated* -In 1970 and 197U 




• t8) "TheMHclusion'of occupation, industry and location variableS^in the wage regres 
$1ons clarifies the nature of" the.wage determiliation process considerably. 
The estimated impact of the hunian capital variables, on wages decTines by 20 to 
40 peV^nt^for males a[nd 4.0 to 60 percent for females wRen we include the structural 
vari^ables. This decline suggests that "education and training play important 
indirect rdi.es in routing wo/kers into high paying occupations and industries. 
We also find that, controlling for occupation and industry,- the magnitude of esti- ' 
mated.sex, and race discounts' decline sharply. 

(9) Workers /having identical measlired characteristics receive wage premiums, or d,is- 
county of up to. 20 percent for loc&tional differences and up' to 5p percent for 
occupational and industrtal differences. ProfessioriaT and managerial workers 
receive the l.argest premium; service workers, the largest discount. Transportation . 
and corranuni cations is the industry group with the largest premium; agriculture^ the 

:largest .discount. • ^ " ' . \ ' 

^ : ■ 
Turnover (Chapter V) . * , 

$ased on the observed tifrnover behavior of wage and salary workers employed in 

adjacent surveys," we. estimate a multinomial logit. model that has four mutually 

excli^sive and "exhaustive alternatives^ quits, layoffs, job changers not reporting 

a reason, -and job stayers^ . ,' . ■ -i — 

• . > .' '•- - ■ ' -J ^ 

(1) No significant pattern o'f racial difference^^n turnover is found when various 
job and persone^^^^racte ' ' ■ ^ ' 

... . ».■-.- 

(2) Females ^re miich more lilcely than comparable men to change jobs at .each age. 

"• . . ■ ■' . 



(3) . Characteristics of the current job generally affect turnover in the expected 
direction. Malewrkers receiving less than their.capabilities warrant quit; t|je 
effect ts, insignificant for females. The converse proposition that employers 
lay off.wo»:kers->eceiving ^ents 1s not borne out ly the data. Woi^kers with mop . 
experience at the current "job are less likely to change jobs, with a greater reduc-^ 
tlon in quit? than in layoffs. Education also reduces turnover, although with less 
of an impact than experience ^ " . . ' 

(4) Job stability declines as aggregate economic conditions deteriorate with the 
greatest effect for layoffs. 

< ^iKen1ployment Duration (Chapter VI) / 

We estimate a 'regression model of the determinants of unemployment duration - 
for workers changing, ^obs between successive surveys. 

(!) The state of aggregate economic conditions has a trerrendous irnpaot on the 
^expected duration of a job changer's unemployment spell. All else constant, an 
18 year .old changing jobs durinig 1970 could expect to be unemployed 3.5 weeks - 
longer than the same 18 year old chfanging ]obs during 1969., For a'^S4 year old the^ 
difference in expected -duration declines to 1.2 weeks. - 

(2) Reason for job change has an important impact on a job changer's expected 
"duration of unemployment. At every age, quits are. unemployed two to three weeks 
less than layo'ffs. ' . • ' ^ 

■' . ■ • • ' ■ ^ 

(3) Blacks bave sybstanttally longer duration, increasing from .7 weeks more than" 

whites at age 18 tb 2.3 weeks more at age 24. , •• , - 

(4) Feples have shorter duration. At every age, the length of/ttieir unemployment 

* i * 

O ^U U about two weeks shorter than. that of males. ^. 
JC " . • ' ■ . • . 17 



Wage Change (Chapter VI ' ./ • 

'Finally, a regression model of the determinants of the -percentage . 
chjinge in the worker's real wage between sucoeeding surveys is estimated. 

(1) Workers do not remain trapped in jobs below the.ir capabijities. 
'Those initially identified as receiving wage discounts have large wage 
increases between surveys. Although we are unsuccessfu] frt identifying 
particulalr types of turnover activity as systematically affecting wage 
change, this improvement in economic gosition.is facilitated if the worker 
chants jobs. ^ ■ . . , . 

(2) As aggregate economic conditions worsen ^ the real wage declines. 

Controlling for turnover, ur\employment, and Oilman capital acquisition, 

* « • 

the average 18 year old's reaHwage declined 10 percent during 1970. For 

Z4 year olds the decline was only ^3 percent. 

(3) Race and sex have no significant independent impact on wage change 
between adjacent surveys. ^ ^ 

(4) "For 5(yb changers l^uration of unemployment has no systematic impact . 
on the wage received at^ the new job*. If we adopt a longer time 'horizon, 
however, substantial unemploymeat during 'the early years of lat)or market 
activity is' associated with a sig|[iificantly lower rate of wage growth. 

,The,longer time horizon also reveals a significantly greater rate of 
wage growth for blacks. ' - ' 
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CHAPTER 11^ • ^ 

• " * ♦ ♦ * 

•A Dynamic ModeT of the Youth Labor Market* 

The youth labor market is t|ia setting for many of the country's most*' 

critical employment-related problems— including joW providing little meaning- 

ful work experience, race and s ex *d is crimination, and high unemployment. Of 

■ . * ..." , . - 

these, youth unemployment h^s been the most studied problem.^ Table 2.1, 

which reports the unemployment rate by ag.e, race, and sex groups for , 1967 

(a full employment year) and 1975 (a year of substantial overall' unemployment) 

'suimiarizes the pattern of youth unemployment. The basic facts , are /disturbing. 

persons aged '16-19 have an unemployment rate more, than four times that of 

adults aged 25 and over, wMle the rate for persons aged 20 to 25 is twice that 

of the older group. As a result, persons aged 25 and under account for over 

half the unemployed, even though they represent Tes.s than one fourth of 'the 

labor,. force. For "any age, or year, the unemployment rate among blacks^ is "~ 

twice that of whitesi the female' unemployment rate exceeds the male rate. 

Finally, aggregate economic conditions ha\?e a'profbun^ impact on the youth 

labor market. The deterioration in overall c<5nditions in 1975 increased 

unemployment for all ,.. reaching .extraordinary levefs for young minorities. 

Although unemployment is' central to any discussion of the youth labor 
market, it is by no means the only serious problem for researchers and policy 
makers to consider. The, acquisition of productive skills (both through formal 
education and training programs and meaningful work* .experience),, race afid sex 



discnnrination, and the general social stratification process are topics 

of much importance and concern. What needs to be stressed at theK^outset, ' 

.however ,os that the youth labor market cannot-be looked ajt'simply as 

a collection of independent activities. Unqinployment, wage determination 

and turnover are not Independent activities, and unless this ts explicitly 

recognized any analysis of the'youth labor market wi^ be iijcbmplete. ,\ 

Simply knowing that a pattern of frequent job changing and (re)entry into 

'the labor force is the. proximate cause *for youth unonployment,. for example, 

tells u/'very little compared to analyzing the determinants and impl icatioffs 

to 

of dynamic activity. Does youth ^unemployment leave lasting scars or is it 
merely a transitional phenomenon?' Is the high rate of job changing among 
young workers productive equilibrating behavior improving the^ worker- job 
match, or is this turnover excessive and unprofluctive? ^^estions of this 
sort are best answered from the vantage point taj^tfrTRePfe^ that the ^o^th 
labor market is a 'col lection of causally p^t^re]3ite(L,^ac^iyities*' 



Unfortunately, the vast majority 6f existing research on the youtfj labor 

market, (or for that matter, labor markets in general) --abstracting from its^ 

9ther merits or shortcomings— lias, not acknowledged this interpiay^ afnong 

behavioral relationships. Rather, the research has typically been figbtly 

* •J 
focused, concentrating on specific topics and Igrtoring interdependencie^?-. 

With the recent availability of Urge longltnidlnal data^files, ffovfever, the 

sitii(St1ori Is rapidly changing. Longitudinal data enabje researchers to follow 

>5 \ • / . ... 
Individuals over time, thus providing evidence essential to understanding the 

'I ^ ' , 

Interactions between .various labor market activities. . * 



Recently, -several studies have Used longituddnal data to examine the 

causal interrelations between youth labor market activities, estimating models 

that selectively link together ac,tivit'ies such as educational attainment, wage 

determination, unemployment' and turnover^.^ This study continues in that direc- 
» ^ • • - 

t-fon. Using data from'the 1966 through 1971 installmenits of. National Longitudinal 

' ; ■ * • labor 

Survey (NLS) for young, men and women, we -estimate a recursive model of the youch '■ 

^market that contains five basid components: labor market status, wage determi- 
nation, turnover, duration of subsequent unemployment,* and ]jKffe growth. 

The study has a variety of goals. In addition to providing a broad aver' 
view of the youth labor market and probing for what facilitate or inhibits 'a„ , 
successful transition of young people from the classroom to the labor market, 
we will examine how race and ^ex d'iscr.i mi nation, structural segmentation, and ' 
, variations in aggregate labor market conditions* impinge on the youth labor 
"market. Linking^ together in an interrelated theoretical structure topic's that / 

I 

•»liave for the most part been investigated . sepa-rately facil itates a ^ v 
synthesis of past research and helps determine the robustness of previously 
observed empirical relationships-rvital objectives if we are to be successfu-1 . 
in 0ur attempt to provide a comprehensive overview of dynamic activity in the 
youtn>abor 'market. . 

>2.1 Data and Model 

- 'Much research in labor economics,- currently and histdrically , has taken 
either the neoclassical -human capital view' of labor markets or the .strycturaljst- 
idual laboirinarket v.iew. Researchers with a human capital orientation- emphasize 
the competitive forces '^t work. in the market, and frequently disregard institu- 
tfonal rigidities which/may limit th^ market's ability' to fully (and quickly)^ 
O djust to changing conditions.' Structuralists, on the other hand, concentrate 




on institutional factors such as unionization and industrial concentration - 

■ " ' ' , ■ ^ 

which t€nd to segment the.market, often failing to consider the possible inter- 

vention of comgetitive. forces ."^ The present study takes a more balanced, eclecti 

view of the forces dominating the >a.uth'Tabor market. Although the competitive 

model of laboj markets is the stimulus for most of our hypotheses, the importance 

of structural forces and .institutional realities is explicitly examined wit)i in 

* 

• the form&l structure of our rrodel . . ■ 

Since the precise formulation of our model crucially depends' on the unique 
characteristics our data, that is where we fir^st turn our attention. The data 
we analyze in this study .are from. the National Longitudinal Surveys (NLS) for 
young men and women. Briefly, th6 NLS data were collected as follows. Du-ring 
October-December 1956, 5225 m^n aged 14. to 24 were surveyed, with* subsequent ^ 
. ipterviews conducted through 1970. Interviews of Bt59 women in the'same age 
group were begun in early 1963, "and were continued annually through 1971..5 
With the NLS administered to the same individuals in succeeding years* responses 
from any given individual are avaflabTe at five different ages (four for females) 
In addition to ascertaining the respondent's current situation, the initial inter 
vi^s .extensively probfrd the past--particularly aspects of family background, 
education, work experience, and training. . Followup survejfs monitored subsequent 
labor market activities, ^ - . 

^ 43 ' . ^ ' 

" " t » » * 

The dat^i are parti^ularlj^^ell suited to our jteeds. The su^eys provide 
. . " . ^ ' ' % ' • ^ 

detailed information on individuals' family backgrourxl, personal attributes 

(including mental ability tests tak6n' early in thd educational process), and 

aspects' of current labor -market status (such as labor..force participation, 7 

enrollment in school, wage'ratfe and type of job). In addition,- the Iq 

'character of the data make it possible to trace the movejii^nt of indi 



through, the labor market over time. Finally, the ages of the respondents 
(14 to"24 at the time of the initial survey) span any relevant definition df 
the. youth labor market, and the time period covered (1966 to 1971) provides 
observations from periods of sharply different levels of aggregate demand. 

The: model is recuf^ive, examining labors rket activities in sequence. In 
estimat.1ng the model, we stratify the Nl:::^ sample by age. In addition to helping 
^point structural and behavioral differences attributabi^to age, thi^s strati- 
fication generates observations from periods when^ggregate labor n\arket condi- 
tions differed sharply. 

The initial iteration (age 18-19) df'our model is described in Table 2.2. 
We begin by pooling all respondents age 18 in any survey year, and examine their 
labor market status (2.1). Next, we limit the sample to employed wage and 
salar/ workers and analyze the wage determination process (2.2).^ The- r.emain- 
ing components' expk)it the logitudinal character of the data. Following 
respondents to age 19, we document labor market activity during the interven- 
ing year and investigate^he temporally ordered activities of turnover (2.3), 
unempl^ynfent (2.4) and wage change (2.5). This completes the first 'itera^tion.^ 

>Within an iteratidn, the sample fluctuates as we move from compoaent )to 
cofdponefrt. After the status component, respondent^; not employed as wage and 

' ' : ■ 



salary workers are drop)^d from the sample since the rest of ttie iteration 




examines employment-related activities • MoVing^ from wage determination to the 

turnover, un^ployment, and wage change components, more respondents are, dropped • 

These components require information from respondents at age 19, Consecjuently, 

^ ' ^ ; \ - 

those respondents age 18 in the final survey (1970 for males and 1971 for 

* >^ » * 

females) plus thbse not .interviewed at age 19 because of attrition from the 
NLS are' excluded* The unemployment component is limited to job changers. 

In subsequent iterations the model is estimatedjQr the following age groups: 
19-20, 20-21, 21-22, '22-23, 23-24, 24-25/ 25-26, "26-27, 27-28-^a total of ten . 
• iterations. The procedure for each of these iterations , is much the same. First 
< a new sample is drawn, consisting of all respondents of the requisite initial 
age in any survey. Moving through components, adjustments in the sample occur 
in the same manner as in the age 18-19 iteration. Table 2.3 indicates the source 
. of data for each iteration of the model. Figure 2.1 illustrates the flows with- 
in each iteration «md how iterations are linked together. 

4 

The model ,can best be understood by abstracting from its iterative character 

• » 

and working through the various components in the ajge 18-19 i^teratton. What 
follows is a brief discussion of each component, including how it relates to other 
parts of the model i Our intent is to provide a preliminary overview; at this 
pofnt, we will not address many of the s^ubstantlve issues associated with esti- 
matlon or probe very deeply into underlying .behavprial relationships. A more 
Retailed development of the various components (which can be viewed as separat^, 
submodels) is found ^n subsequent;, chapters. ^ , * . ' * 

Each iteration begins by examining a respondent's labor market .status during- 
the survey year* divided into four exhaustive and exclusive categories: enrolled. 
In school, 'not working; enrolled in school working; not enrolled 1i),,school , 



working; and either unemployed or out of the labor force (2.1). With these 
categories as alternatives, a multinomial log.it model is estimated. Explanatory 
variables include family- background^ ability, sex., race, and controls for the 
year in which the respondent was age 18 ("market opportunity" variables). As an 
alternative, the status component is estimated on the basis of survey week activity. 

The status component is a simultaneous equations model of the schooling and 
employment decision. In relation to the rest of the model, the status component . 
performs-two important housekeeping functions. First, it reduces the sample' to 
employed wage .and sala>y workers— the group analyzed in subsequent components— and 
in the process reveals any systematic differences between these workers and other 
-respondents. Second, it links together successive iterations of»the model by 
accounting for changes in the sample associated with each iteration. 

For tfiose respondents employed as wage and~salary workers, we estimate a 
two-stage model of the wage determination process. In the first stage (2.2a), 
actual wage is regressed on a vector of standard human capital variables, plus 

. the market opportunity variables "(and race and/or sex dummies when the sample .is not 

* >f ^ , , ' 

stratified along those lines). This cross-sectional hedonic wage regression pro-^ 
yides estimates of "the current market prices for specific elements jfi the human 
capital vector. We define the predicted value from this, regression the worker's 
"potential wage;" it is the wage he could be expected to receive in the market given 

his* capabilities* - / < 

* » *- . • F 

A worker's current wage, however, frequefjtly deviates from his poten- 
tial; we designate this deviation the "market differential." Market differ- 
entials might result from entry into a privileged employment enclave ,' differ- " 
ential investments in training at the workplace or other unmeasured 
iiyariations in working conditions, labor market disequilibrium, or' simply 
•from a chance encounter and acceptance of an exceptional job opportunity. 
ERXO P'^oxies for the systematic determinants of tljejiarket differential 



includfe occupation, industry, arid location. In the second jtage regres- 
sion :(2.2b)^ these pro)jies aire added to the set of explanatory variables 
in order to provide sn' estiwjfe of current wage as opposed-, to the 
potential wage estimated in Stage I. Equation {z'.Zc] defines the market 
differential as the difference between a worker's predicted current and 
potential wage. .An alternative specification, of course, is the residual 
from the potential wage equation. Irj the context of our model, however, 
using a residual specification would result in serious eo^metric prpb- 
lems; measurement error in current wage 'will be spuriously correlated 
with, observed wage change. Wit^the instrumental specification of the 
market differentia] (2.2c), this problem is eliminated. . . ' 



15 



Subsequent components examine dynamic behavior stimulated by the 
•market differential, testing the. hypothesis of an equilibrating labor 
market. The *competi tive theory of labor markets predicts that noncompen- . 
sating wage differentials erode over tjme, vfith wages increasing for i 
workers earning less than their potential and falling for those earning, 
more. Frequently, however, wages at the current job are inflexible, neces- 
sitating jpb changing activity to accomplish this equilibration. As a 
result, we expect negative ^narket differentials (potential wage greater 
than current wage) to stimulate quits, and positive d1£ferentials to" 
"^encourage Uyoffs. We test this, hypothesis by estimating a multinomial 
logit model of respondents' turnover activity between adjacent sup/eys (2.3) 

'Alternative job changing activities include:' remains at initial job; jlif- 
>^ V ^ / ' / 

ferent employer, quit initial job; different employer, laid of<f initlaV 

■•->^-,- 

job; and different employer, discharged or left for an unknown reason. 
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To investigate .the implitattons of, turnover we go off ttf estimate " 
regression models of the duration of unemployment for respondents chang-, 
ing jobs 'between surveys (2.4), and wage change between adjacent sur- " 
veys (2.5). The wage ^ange component conveniently .suimari^es the pat-^ . 
te*rn ofvdytiamic equilibration in the youth labor market, indicating the 
extent to whicH competitive forces liquidate existing. market differentialjs 
and what, if any^,, contribution turnover or uhempl'oyment make to the process. . 

To summarize, Ihe model initially docum^ts t^e status quo— who is 

^ If ♦ 

where, what are the market prices for specific skills, and who receives . 
a wage inconsistent wi^h his skills. Doing so is a valuable, but incon- 
elusive exercise— the implications for manpower policy are quite different, 
-if ^ES^pecific cohort ofj^oung workers are permanently trapped in dead-end 
jobs below their capabilities, than if these young workers are i?outihely 
able tdSmove intorjobs consistent wfth'thQir capabilities. JK.e dynamic portion 
of the model attem|^ts .to provide crucial evidence on wha.t happens to ^peci- - 
fic workers over* time, thus serving to clarify many issues that cannot be 
resolved in a static setting^ * . ; , T 



Although we have scarcely mention^jl the possible .impact qf race ^nd j 
sex, either (or both) of these factors— as the evidence presented in ' 
table 2.1 indica^tes— has the potent i^g^ be 'a dominating systematic force>^^ 
in the youth. labor market. To investigate^e possibility of structural ^ ^ 
differences a^ttr^butaf)le to race and sex wV^esjj^matfe the model separately 
for tWese groups, in addition .to includirtg dummy variables in the general 
specification. ■ / * , . » f ^ 



Before concluding this chapter, we address two important issues: 
alternative methods of exploiting the longitudinal character of thg data, 
and the appropriateness 'of u>ing a recursive-model. 

We pool observations by age from every year in the survey ajn*d,^stimate, 
a forward recursive model consisting of five equations for;each age. 
Several alternative organizations of the data are possible- Probably the 
most appealing option is to limit the sample t'o respondents participating 
'in every survey, and trace the labor market activities of a given a^ge* 
cohort over time. This approach is used by Stevenson (1577), who follows 
a cohort of youth aged 16 to 19 in the« initial NLS survey 0966 for males, 

4 

1968 for-feiflales) through seven years of data^ Jhis alternative" could, of 
course, be e:^anded to include respondents. of all •ages vho ^participated in 
every survey and Introducing interaction variables to allow for age-related 
structural differences. In addition, the , sample could be expanded slightly 
in earlier^ears of the surv'^y if subsequent attritions are not removed 
from the analysis* " ' 

Our argument is not that an "aging^ cohort" organization of the data is 
inappropriate. On the contrary, it has important advantages and provides 
a useful and valuable contrast to^x)ur approach. Tfje most important advan- 
tage is that the same individuals are studied oyer a given period of time, 
In this sense, our^oivn approaches not authentically longitudinal, since 
different groups of individuals are studied at different ages* ^ Moreover, 
if the' sample is restricted' to a single age, aging cohort analysis al'so 



■filiminates problpms in interpretation due to human cfapital vintage effects. 
In brief, a .vintage effect occurs when persons who .were educated at dif- 
, ferent times are pooled. Changes ip the available stock of knowledge 
overytlme (due, say,^ to technological advance) imply that a given nufnber 
of years of schooling represents a different l>evel 'of .useable skills for 

respondents educated at^idely separated times-.^v? The approach actually 

** * » . » # 

used in this study pools individuals across years' and is thus subject to 
this problem (although the problem may not be severe given that at most 
four^ears separates, observations of individuals at a given^age). 

J ' ' ■ "' 

The aging cohort organization does have limitations. If we restrict — ^ 

kthe analys.is to a single age cohort to avoid vintage effects, only about . 

1/lHh of the data would be utilized. The sample would be too small to . 

estimate the turrfover and unemployment components Of the model with any 

confidence. Expanding. the analysis to include several ages reintroduces 

* ■ 

vintage effects and requires the additfon of numerous age interaction 
variables to un'covejj any systematic age effects on market structures. By 
comparison, our'approach disaggregates the data i)y "age and allows^ us J:o 
directly observe" structurjil change by Comparing eJimated coefficients of-" ;, 
the model across/ ages. In addition, the influence of changing aggrega 
economic and social conditions cannot be distinguished from the effects of 
-the aging process using the aging cohofl^technique. At each iteration of- 
'the model the sample ages one year, simultaneously with any change in econo- 
mic and social climate that occurred over the yeai^. Pooling observations 
for* a single ag'e bver'fiVe years of survey data allows an explicit examina- 

tion of the jmpact of changing conditions disentangled from, the effects of 

. '•• * ' 

■ 2'9 ... 



^ ■* 

The, tW alterRative methods of data organization provide different, 
vantage points^ for an overview of the youth labor markets Resulting 
analysis should be viewed as complementary rather thcin competing, and 

... rr ^ ■ • ' -■- 

mucR is to be gained by conftaring studies. based on the two methods. 
Indeed, altjiough we emphasise the age disaggregation approach, we also 
employ ctn aging cohort analysis to supplem^ent our discussion of job chang- 
ing activi^ty and its conseqliences. 

The model itself is re£ur§ive* That is, each activity (dependent 
var'i'ableMs temporally ordfered, and we treat each activity as predeter- 
mined in estimating subsequent equations (components). Error terms are 
thert independent across comjjonent^s , which allows the estimation of each 
•eomponent^eparately. This^ estimating procedure is appropriate even |f a 
compb/ient is* itself a simultaneous system—as is the.^.case with the two 
components that are es'timated using a multinomial logit specification*^ 



J It cbuld well be argued that some of the activities examined here are 
jointly determined* We did/not attempt a full simultaneous equations' 
specificat4orl' of the model lecause sample sizes fluctuate from component 
to component. The status component is estimated using the full sample, the 
^wage determination, component is restricted to wage and salary workers, 
the turnover and t{/age growth components are furtlier restricted to wage and 
salary worked employed in successive years, and the uhemployment'compo- 

J- 

to wage and salary workers employed in successive years' 
This .fluctuation precludes standard simurtaneous equations 
. ' ' estimating techniques.' An alternative's to^use an instrumental variables. 

o •'■ . ' " . ■ ' 
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nent id^^stricted 
who change jobs/ 



approach to ottai inconsistent estimates of unobserved variables, but 

there are. probleiirs here too. , Since we analyze survey data, the power of . ^ 

estimation for individual equations is frequently .quite low. Adopting 

an jnstrumental variables approach under such conditions would push 

the. signal to noise^ratio of most imputed variables to near zero. In ^ 

< . W ' , . ^ • - * ■ 

sacrificing efficiency to obtain consistency the price would be too high. ^ - 
I«(oreover, Imputing vajues of unobserved variables for respondents outside ' 
the sample at hand may result In well known problems of selectivity bias.^^ . . 

2.3 Plan of the Study 

The study is .organized as follows: In Chapter III we take a detailed look 
at the distribution of young people among labor market activities and estimate 
the status component. - In ,a short digression, this chapter also analyzes the 
determinants o^educational attainment. Chapter IV contains the wage determi- 
nation component.^ The turnover, unemployment, and wage change components are 
discussed ir> Chapters V; VI, and VII respectively. Chapters III through VII are 
■ for the most part self-contained, with a detailed articulation of the specific 
.lorpotheses to be teste^d, as V/ell as presentation of the empirical results. 
However, they do follow the recursive structure of the model and-tak|_the result 
obtained in earlier chapters (componehts) as given. In Chapter VUI the results 
are drawn together and some conclusions for labor market analysis and manpower 
policy are, offered. 



- ■ ^- * 

^ Footnotes to Chapter II , 

\ ^ee, for example, Folk(1968)., Kalachek (1969K Fisher (1973), > 
Freeman (1976), Hedges (1976)', Ragan (1^77), and Adams and Mangum (1977). 

^Throughout this study, black includes all individual's who are not white, ' 

e ♦ » • • 
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%or example, Kbherj and Roderick (1975) and Griliches 0976) analyze 
the linkages' between the a.cquisition of schooling and wage determination. 
,Andrisani ('1973) and Flanagan (1974, 1975) relate wage determination and . 
turnover; JEhrenberg and Oaxaca {1976)> unemployment and wage growth. r 

^For.a detailed discussion and comparisons of th^e alternative theories, 
see the recent surveys by Wachtfer (1974) and Cain (1976). The basic, human 
capital approach is set out in.Becker (1975) and Mincer (1974). Internal 
3^ibor market theories are-discussed in Doer.inger and Piore (1971).' 

^Since this study was undertaken, additional years of data have 
'> , '■ ■ . . 

become available. For a more compljete discus's ion of the NLS, see U.S. 

"Department of Labor (1970-1975 and later. volumes) and Center for Human 

Resource. Research (1973). In addition to a genehil discussion, these 

monographs, provide a full apd .detailed account of the survey questionnaires; 

th'e sampling, interviewing, and estimating procedures; and basic statistical 

information on selected .'variables. * •( 

.%hrdlighout the study, all monetary variables (including wage^ are 



deflated for price Tevel changes and are expressed in 1966 dollars. 

■t ■ ' ■ . ■ . ,^ ., 

- ^Our model' is similar ^ spirit to the social srtratification models of 

Duncan, Featherman and Duncan (1972), Ornstein, (1976), and others, and 

Er|c ' . 32 



tncludes many of tfie linkages that have been selectively -analyzed by 
others (see footnote 3)» Its specification is quite similar to that of 
Mell^pw (1975), who analyzed labor market behavier of older , men 

^Welch (1973^ discusses vintage effects in ^e context of racial 
differences in returns^ to education,^ 

'9see Maddala and Lee (1976). 

* • \ • " 

lOsee Hecknifr(1974). 
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IMeqpIoyment Races by Spx, Age 
and Race: 1967 ^and 1975 * 



Sex and Age 



Unesployment Rate 



White 



Black 





1967 


> 

1975 • 


' 1967 


1975 ^ 


Males 










18-19 


9.0 


17.2 


20.1 


32*9 


20-24 


4.2 


X3.2 


• 8.0 


. 22-9, 


25 and * 


1.9 


5.0 


3*8 


9.^ . 


over 










Peaales 










. ,18-19 


10.6 


16.1 


28.3 


38*3 


20-24 


6.0 


11.2 


13.8 


22*5 


25 and 


3.4 


5.8 


6*0 


9.1 


over 











.Source: 



Handbook of Labor ^CaclaCicB 1976» Tables 3 and 57. Figures for 
Choae aged' 25 and over were calculated, aa a weighted average 
of the une«ploy»ent rate for- the various adult age groups; weights 
if«ra obtained fros data in Table 3*'^ - 
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ADyna^c Model of the Youth Labor Market; Ihe Initial (Age 18-1?) Iteration 
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Tlie variables in, equations (2.1) through (2.5) are defii^ed as foll«rs; 
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the labor force). ""P^ye". ana « -Residual vhlch includes uneaq>loyed or out of " 
- hourly wage' at current job. ** * 

" S«V^^:SSVrt"nob" dfIL" f ' ^? /'"-native; include ,a« ei^loy.l, 
. T-'f^'y^?-^^^^^ ^^^^ «=Ploy*r.l.id off prior dob. diff^*'' 



^^18,19 - •«eks uneaployed between ages 18 and 19 • , 

^18.19 - Pf"*"*!** change in real wage rate between ages 18 and 19 

- fS y b1c^^S^^varirb^1s''^'LlSf Sf.*^ 'T^^ ye« KWdent was 18. 

sScioTccnojrsmllsf £;"i^e"?ot;L^^^ --P"^--! 

- aental ability score "'■img*. 
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"Tl8 
HSTjg 

8 ' 
OCCig 

IND23 

' ^I>18,19 
»18.. 



- coapleted yeairs of education at age 18. 

- current job tenure irf years at age 18. 

- aarital status at age 18, ^ 

- training program coipleted at age 18. A 

: s?o^jMc1o«Sr2tri8"' health-status and attitudes at .gTl8. 

- occupation at kgt 18. 

- industry at age 18-. i 



3^ 




3 The table ?ndidate- 'Hp r^,jrr,^ ^-esponderts were^e stated age during a particulafajrvey week. Males were interviewed annually from.1966 through 1970, females from 
1968 through ^9"^^ Th? 1956 entries ^or males and the f^Ies portion of the 1968 entries contain all respondents' initially interviewed. For other years, only individuals still 
participating in the survey are incfoded. The arrows .indicate the same individuals in "different survey years/. ' . > 

bw The component symbols are defined in the no?^ to Figure 2.1. - 

c Independent variables for the dynamic sector*( <^ ) are obtained from data at the initial age, dependent variables, from the next year^ ' ^ 
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Tab!e2.3 ' 
Sample Dlstributton by Age anA^ureey Year for NLS Young Men and Women Data^ 
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I -1^16 I Age'20 ^ 



+762 Age 21 




a. Component of the rwdei at s given iteration are represented by the following symbols 



•O 



Labor 

Market 

Status 




Wage 

Det^mi nation 
Sector 




Dynanritc 
Behavior 
Sector 



Inflows and putf lows. The 
fnftows are those at the indi- 
cated age in )966 (1968 for 
females): the outflows are 
those at the indicated age 
In 1970 (1971, fernales) 



Individuals'^who 
are not employ* 

Oed as wage and 
salary work^s 
at the indicated 
age, • - 



The relevam sample see for each component of each iteratton is indicated within the component symbol. 
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Figure 2.1 
A Flow Chart of the Model^ 
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. . CHAPTER III • - . ■ ■ 

Schooling and Labor Market Activities Of, Youth 

The late teens and early twenties are a transitional period during ^ ' 
•which individuals make decisions which* influence the future course of " 
their lives. Formal education is usually coni|leted, and initia.l contact 
made with the labor market. TJii? chapter examinet the education and 
employment activities of the youth in, our sample, emphasizing the changing 
patterrr^f activities as maturing individuals become aware of their market . 
opportunities and lifetime goafs. We^focus on several, questions: Who 
are the, Dnemployed? Who continue th6ir formal education beyond high 
school? Do the less educated experience a more difficult trarisltion from 
school to work, encountering longer periods of hi^h unemployment? Do 
deteriorating aggregate economic conditions disproportionately affect 
some groups in the youth labor market? . ' 



These and pther issues are investigated using cross-tabular analys^is 
to document flows of various groups into employment arid schooling. In 

r 

addition, multivariate models of current market activity and- completed ■ 
education are estimated to detenpine the relative contribution of individu§ils ' 
ability and .previous experience?^ famijy background, and external market 

- forces, to decisions made at ea''ch age. We tr6at the current school attendance- 
labor force participati6n decision as a problem of allocating time among 
competing activities';", That is, current school" attendance and labor force 

- participation are analyzed in a s^lmul taneous framework which accounts for 
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fh^Jrt^dependence of these decisioni!*" The analysis Js related to recent, 
invest! i^^ons of educational attainment'by Duncan, Ffeatherman^ and Duncan 

(1972), Deltcks (1972), Griliches and Mason (1972), P^r^ons .(19t'4), and 

♦ .. ■ 

others who have investigated various aspects of the intergenerational 

transmission of ecopomic inequality. ^ • 

We begin by describing the alternative acti>i4^ classifications upon 
which the analysis is based. 

3.1 -School Enrollment and Labor Market Activities: Tabular Analysis 



.AsV noted- in Chapter II,; job instability is a dominant 'feature of 
the.yquth lator market. Labor force attachment "is low; turnover is high 
even among those who have completed their education. Observattons of 
youth at a single moment in time may not capture the. full variety and 
volatility of their experiences. Consequently as we examine school enrollment 
and labor market activities, we will alternatively classify the youth i^i , 
,6ur sample according, t^ their acti\nties during the survey week and during , 
• the year preceedigg the survey. ^ ',' " ' . • " 

3.1a Survey Week and Survey Year Activities 

The survey week classification is based on" Bureau of Labor Statistics 
definitlonrof^erhployed, unemployed, and out of the labor force.^ ^ We 
further subdivide the threfe BLS classifications according to survey -week- ' , 
enrollment status, resulting In <i,x Categories*: -employed, currently 
enrolled in * school (EMP-S); employed, noienroMed (EMP-NS); unemployed, ■ 
enrolled (UNEMP-S); .unemployed, not enrolled <UNEMP-NS^, out of the labor 



force, enrolled (OLF-S)i out of the labor force, not enrolled (OLF-NSj/ 
The surj/ey. year classification .expands the time horizon to one, year./ 
F-our classifications are defihe'df ^worked at ^11 during the , year proceeding 

the survey we^k and eryfolled in school at some time during that y/arXSW); * 

\ , / . 

* no work during the survey year but enrolled (SNW); worked rfurina the 

survey year and not enrolled (WK)j and others, ,unempl^»yed or. out of -the ^ 

labor force for the year and not enrolled in school (OT)'. Individuals 

are included in tjie- two "work" categBFes if they worked at? least two- 

' weeks, during the year at either^ a full- or part-time job/and reported 

. * *^ * / ***' 

sufficient information to oompute an hourly Wage. NLS data editing 

procedures effactively limit this group to wage" and sayary workers. 

Table 3.1 reports school enrollment and 1 abor /ftiarket acfivities by . 
race and-seSc for youth aged 18/ 20, and 24.2 in /able 3.2 survey wee^ ^ 

qct^vities are dis^iggregated by enrollment stattis. Examining the relation- 

• ' « ' ' ' If ' 

ships among sQiryey year anS survey week activ,nies highlights the volatility 

In the youth Tabor market. A much. higher p/oportion of 18 year olds 

7 

worked or went to school some part of the.year than during the survey 
wee^the. disparity decl4rtes with age. /About 8^ percent of 18 year old 
white males worked during the year (WIf + SW), compared to 63 percent for 
the week {EMP);°78 percent went to s/hool during* the, year (SW + SNW), 
compared to 57 percent for the week (ENROLLED). The high proportion af 

respondents whb are botfi workers, /and school enrol le'eS'Td^ the survey 

" ' ' V 

•year at age 18 1-argely reflects 'the phenomenon of summer employment 
amoijg college students. By contnast, those classified as employed and 
enrolled during. the survey wee|( are mpst likely engaged in one of the .r 



two actiVitfesT on part-time basis. * . ' ^ " 

Actlvtty patterns , characteristic of different race. and sex groups ^ 
are documented in ||he tables.' Young males have high degree of labor 
force attachment, even at the youngest ages^ Lower labor force parti ci- 
pation rates by whites are largely explained by higher school enrollment 
rates, but by age 24 white and black males exhibit very similar partici- • 
pation. rates. Young females have substantially^ t»wer labor force partici- 
pation rates than males and, as Table 3.2 shows, a very high proportior\ 
of females out of the labor force are. not enrolled in school v These 
figures suggest the importance of domestic responsibilities' tor women 
even at very young ages. Tjy. incidence of unemployment falls heaviest on 
females—especially blacHs— and on black males. AlV groups experience 
lower unemployment rates at older ages, but, t^eflecting national patterns, 
the rates of women^^and minorities are still substantial at. age 24. 

The persistence of high unemployment among women and blacks can be 
traced back to their pattern'of labor market activities^ at age 18. It 
is then that a high proportion enter the labor market possessing very 
low. skill levels. This; coupled with possible discrimination in hiring 
practices'/ results in high unemployment rates. Unemployment retards the 
early development of ifiarket>ble skills resulting Jn increased unemployment 
ratfes at, subsequent ages.^ How post-high school education interrupts ' . 
this 'pattern of persistent .high unemployment is not obvious". Formal 
education contributes to the individual's stotk of marketable skills. 
In addition, some analysts (Spence (1973), for exaifiple) argue higher * 
education is a s'xjreeniijg device lised by employers to differentiate among 



workers. In otfeer words, education provides the basis for identifying . 
potential/workers with such diss;irabl# characteristics as"" ability, motivation 
and discipline—attributes whtch are not easily measured. Irrespective 
of the^ channels, through wj^ch education tdntributes to. job stability, 
what is clear is that white miles (the most highly educated Voup in 
our sample) have substantially lower unemployment rates at every^age'. 

.3.1b Labor. Market. Activities of Youth Grouped by Educational Attainment 

Additional light can be shed on the* relationship between educational 

.attainmerSt and tJ>e transition from school to work b> examining the early 

* X ^ ' • / . 

.labor" market expeVience^^of ^* nidi vfduals grouped according to final levels^ 

'of formal education. "Wiks classification of respondents into completed » 

^ 1 . ' ' - *^ 

education groups is ^someifhkt' arbitrary* since additional education may 

be received Vter the 'last available observation. However, "since most 

people complete t|^e;ir educatipn by their earl^ tvifenties, this should 



not be a seriaus-r^ource of error, * 

A. two tier cljissification system is usecj. High school dropouts 
or terrmllal hfgh sc(|ool graduates are classified according* to their 
educationaVattair|mekt ^^g_e;20^or. ofder. College dropouts'or college 
graduates t.are classified according to their ediica'tional attainment at- 
age -24. or older. Respondents less than 20 at the last, survey, .and 
respondents having post-high school education who Sre^under the age of ^ 
24" at tifiP^last survey, are excludedLxrom .the sample'. All respondents. 



are clarified, according to th.ejr last" reported education level. 

Survey v/eek and survey ydar^aVtivites of respondents grouped by 



terminal education level are described in Tables 3.3 and 3.4.^ The initial 

u 

'year in the labor market is, equally bleak for male high schdol graduates 
and high. school dropouts, whose unemployment, exceeds 11 percent at age 
18, but graduates adapt more quickly to the market. By age 20, th& 
unemployment rate of gra'duates falls to j¥st over 6 percent, while dropouts 
experience nearly 11 percent unemployment. A substantial unemployment 
gap persilsts at age 24.; The inverse. relationslrip between education and 
unemployment holds 'as well for the college-educated workforce. The racial 
dimension of this pattern of e^irly labor market activity is indicated • 
by the proportion of each group which is black. Both here and in the 
female sample, blacks are concentrated in the lowest education groups." - 



Differences in the labor market experience of females grouped by . 
educational attainment are even more striking. Female high school dropouts 
experience unemployment rates twice as high as graduates at every age~ 
and three times as^high as male dropouts. Among females, high school 
graduates fare slightly better than college dropouts, and college graduates 
experience the lowest incidence of unemployment at age 24. In contrast/ 
to males, female labor force participation rates appear positively associated 
.with completed education, althpugh the participation rate among female 
college graduaM;es is nearly 9 percentage points below that of their male 
counterparts at age 24. • , .. 

Another dim^sion of the early labor market experience of . young ■ 
pe6ple is described in Table 3.5, whigh presents aver^igewage rates for 
"'^kers grouped- by terminal education level . This tabulation uses the 



r 
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same samples ijsed to co^strucl^TabJes 3*3 and 3.4, except that persons 
"not reporting a 'wage are excluded. Because of the. way survey year 
classifications are defined, all persons who are working *(WK) or enrolled 
and working (SW) reported a wage' rate. The response rate for wages from^ 



the survey week category employed (EMP) is very high, with at least 85 
percent of all employed persons in each age-education' group reporting 
a -wage.. - ^ 

The averag]^ wage paid, high school graduates at age 18 is higher than 



pai;r dro| 



the, wage paicr dropouts for bo^h .males ^and .females, with the differential 



widening with age. Male col lege* dropouts earn a wage roughly comparable 

to that of high school graduates at comparable levels of potential 

job experience, while a positive differential is observed for females. \ ^ 

College graduates of both sexes earn substantially higher wages at a^ 24 

than other groups.*' Finally, the m|ile-female disparity is substantial, . 

with the largest negative differential observed fof»' the Ifeast educated 

f eraal es , ' , , 

\ . < , ' ' ' ' " 

Admittedly, some of <he results in Tables 3.3 to 3.5 are based on . , 

very small samples. However, ihe striking consistency of patterns relating 

educational attainment to measures of labor fharket success is wxjrth noting. 

unemployment jates are Kigher.and those high rates persist for persons 

who do not go on to college. Wage rates are lower and rfse more slowly 

for the less^ educated:, Jhe probl^s faced by high school dropouts are 

most acute. FemaVes in any education group fare worse than males. 

■ * ^ ... * * 
rTwo related st\idies using f^LS data support these observations.. Kohen 

L 

and Andrisam* (1973), using a. sample xjf nonenrolled males /rom the 1969 
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survey, find that high school 
rates than dropouts.^ They also fi 
hourly earnings of high school 



gradujates experience lower unemployment 
nd small differences in the avera^ge 
graduates and dropouts who are* just 



differential in favor of graduat es- 



\ Qntcririg the labor market, with the - 

increasing with continued market e>:perience. Parnes and Kohen (1976) 
use multiple classification analysis to study the labor, market activities 
of nonenrolled males and fem.ales aged 16 to 21 in 1971', Controlling for a^ 
number of human capital variables, they too find that high school* dropouts^ 
and high^school graduates experience equally high unemployment during 
the -early years of labor market entjr^ Uges 16 to 19 in 1971), Unemploy- 
ment for ages 20 and 21 in 1971 is actually higher than the rates for 
ages 16 to 19, although the relative position of graduates vis-a-vis 
dropouts improves somewhat for this age group. Barnes and Kohen also 
Tind higher average hourly earnings for high school graduates, yvith the 
highest earnings received by white males-*' ' ^ ^ ' / 

Although these results are suggestive, the direction of cau<r^lity 
, between education and labor market outcomes cannot be inferred on the 
V'.basis of th4s evidence alone. As^we discussed earlier, education mighU 
•serve as a screen, with more productive individuals choosing more education. 
The superior market outcomes of highly educated* persons would then partly 
be a return to their inift^e productivity rather than solaly a return to 
schooling. Moreover, pur investigation has not contro,lled for variation^ 
in- other factors which couljd well affect labor market success. In art 
attempt to do this we turn to a multivariate analysis, of school enrollment 
and labor market activities. 

■' 47 ' ' ... ' 
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3,2 SchooV Enrollment and Labor Market Activities: HuUivariate Analysis 

Decisions to enroll in school and to enter the labor^fo^ce are jointly 
determined, In the se,nse that these activities are competing uses for a 
.fixed amount of time. Moreover, both can be viewed at le ast partly as 
" humah capital Thvestment decisions. As Mincer (1962) has observed,, employ- 

/*ment generally Involves some form of training, ranging from formal training 
programs and apprenticeships to informat opportunities to learn from 
experience. Labor market experience and formal .education often substitute 

' for eacVother. In many instances an equivalent skill level can be achieved 
by replacing a p^Mod of formal schooling with work experience. Thus, 
enj;ry into the labor market Is not the end of education. In the general, 
sense of the term. 

Many factors influence labor fo»;ce-education decisions. Including 
previous labor marlcet arfd educational experiences, ability to finance 
fprmal education, tastes for school and work (Influenced^artly by the ' 
' social climate in which an individual is raised), and the availability . 
of employment opportunities. In this section we estimate a multinomial 
logit model ^ of alternafiye enrollment and labor market activites. The 
dependent variables are either the survey week or survey year activity 
classifications discussed in the previous section. . Tables 3,6 and 3.7 - 
report mean values of the variables used in the arilaysis. 

The information required to cionstruct several crucial independeVit 
variables, especially IQ; is incomplete. Eliminating individuals on 
the basis of incomplete data would result in a serious loss of information. 
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possibly resulting in selectivity bias. In the case of IQ, for example, 
the nonresponse rate ^is significantly higher for the "Other" and "Unemployed". 
, categories. To reduce potential bias, missing values are assigned means 
B^ised on the sample of^valid responses, and a dichotomous variable 
assuming the value 1 for nonrespohses is included. As a result,' inter- 
pretation of the estimated impact^ of some explanatory variables should 
\ be quaWied for variables with high nonresponse rates. 

We can observe individuals only in their chosen activity, having 
no information on the alternatives that were open to them. Ln particular, 
wage data are avail able* only for those currently employed^ Wen though 
wage prospects certainly , enter the decision making process of other individual^, 
As a control for this deficiency we include .human capital variables , 
impprtant in determining wage rates: A measure of native abilitj^, years 
of completed education, years of experience at the mbst recent job^ and 
race. Sex and age enter through dijaggregiation of the sample. One ^ 
disadvantage of thjs partial reduced form approach to the missing. variable 
problem is that the separate effect of wage rates cannot be disentangled 
from the direct imjiact of the human capital variables. Thus, the estimated 
co'efficients of human capital variables* measure their net impact on . ^ 

activity choice,. ^ * ^ ^ . 

Family background variables partly control for educational preferences 
and for financial support that the family might be able to provi^ie. 
. Mother's education and father's socioeconomic stajtus are, related to the 

» * * >- 

Vesporjidpnt's ability, taste for education, and ability to finance educational 
e-a^tivfties. The number,of siblings is an indicator^ the parents' tifne , 



input to the development of the respondent, and may negatively related ^ 
to chfl^ quality. It also represents competing demands. on family finances^ 
Finally^, market dppprtunity variables, which control for the year of 
observation, reveal the impact of aggregate economic conditions on the 
decisions of youth. Estimated' coefficients of the market Opportunity 
variables also reflect changes in other social and economic forces which 
- occ urrjed during the period of observation- For example, the activity 
choices made by young males ov|r the period studied were clearly influenced 
by their exposure to the draft during the Vietnam war, 

\ 

. The means reported in Table 3.6 indicate a progressive selection 
process in school attendance, .Respondents enrolled at age 18 have several 
advantages compared to those not enrolled: IQ and mother's educattpn 
means are somewhat higher, father's socioeconomic status much higher, ^ 
and number of sibfings lower for the enrolled. With age the advantage 
gcows; apparently individuals with fewer financial resources and tastes 
for education terminate their education and enter the labor force. This 
pattern is somewhat less distiftct^for females. , ' 

fable 3.7 illustrates how^the characteristics of young workers change 
.with age. Those entering the labor force at age 18 are similar in terms 
of average personal and .family background characteristics. The same 
is true at age 20. By age 24, however, labor force characteristics 
change a,s college-educated youth eomplete their education, A number 
of family background and human capital variables are now substantially 
higher for the employed. On tl^e other hand, some things do not change. 



At' every age thejunemployed have very low levels of recent 'io.b experience, 
compared to the emploj^ed. Out of the labor force. males are primarily 
enrolled, while females are more likely %o be following a dcHnegtic roTe. 

The impact of^ecli^lng agg r egate economic conditions is noticeable at 

each age. With a disproportionate share of unemployment. occurring in 1970 
- for men -and 1971 for women. - , 

* 

Estimates of the logtt status model are reported in Tables 3-8 through 
3.1 5* Tables 3.8 through 3.11 report parameters and derivatives evaluated 
at the mean for survey year activities of males and females ages 18, 20, 
and 24; Tables 3.12 through ^.15 report survey week results. The logit 
specification was normalized by setting the coefficfejits for one of the 
dependent variables equal to zero: working, not enrolled (WK) for the 
survey year classification and out of the labor force (OLF) for the survey 
week classificatiofi. Thus the parameters (Tables 3.8, 3.10, 3.12, 3.14) 
report the effect of a charjge in the independent variables on the relative 
probability that a given activity is chosen. The derivatives, on the 
I other hand, are calculated for, all dependent variables. They report the 

marginal effect of a change in the independent variables on the absolute 

« 

probability that a given activity is chosen, in the vicinity of the 
sample means. Since the logit formulat1o.n is nonlinear, the derivatives 
vary when evaluated elsewhere. , 

s 

. ^.2a Survey Year Results 



Consider first the survey. year results for males (Tables 3.8 and 
3s9). At each age, IQ' has a significant positive effect on.sc'hool enrollment 
^ although smaller at age 18, b,efore the previously described self-selection 
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process becomes important. The net impact of completed years of education 
is likewise to increase the probability of continued enrollment at all 
ages. Coefficients of work experience are difficult to interpret for 
yolingpr agPQ <:inrp fh^rp littip pnc^ihiTity for vaH;<tinn py 

24„ work, experience has a stgnifiqant negative impact on enrollment, * 
and the derivatives indicate a larger pc^itive effect on the probability 
of employment than on the probability of being in the category of other - 
activities (OT).^ At , ages 18 and 20, father's socioeconomic status has 
a significant positive impact ^n enrollment; the variables lose all - ^ 
slonlficance at 24* Other family background variables are insignificant. 
Blacks are significantly more likely to be enrolled at ages 18 and 20, 
more likely to be working at age 24. Jhis result may not represent true 
equality of opportunity, however, since the deprived social and financial 
background of blacjcs effectively foreclosjes many of their education and 
employment opportunities.** Sunaning derivatives of the market Qpportunity ^, 
variables over the two enrolled categories indicates a decline in enrollment 
over the period. Comparing 1970 with 1968, 18 year olds are 6 percent 
and 20 year^dlds are 17 percent less likely to be enrolled. The impact 
is essfentially zero for, 24 year olds, when school enrollment is consider- 

ably less important. This decline in enrollment for younger males may 

♦ , *■ 

reflect the changing nature of the military draft rather than the effects 
of a declining aggregate economy. After 19j58 both. draft callups and the 
protection frqm callup afforded college students declined, thus reducing 
the ificantive to enroll simply to avoid the draft. This speculation 
is supported by the lack of a systematic year effect on female enrollment, 
shown in Tables '3.10 and 3.11. 



For. females^ IQ has a significant positive enrollment effect at 
ages'-18 and 20, Reclining to insignificance at age 24. . Edu(|ation signifi- 
cantly increases the probability of current woljmept at^^e^'ch age* 
In contrast to our findings for males, .pfevious vifo r K expe r iem^ Jias a 



.large Impact on current employment status, substantially increasing the 
likeliliood of employment and decreasing that of being engaged in other 
activities. Once again blacks are more likely to be enrolled at ages 
18 and 20, and to be working at age 24. Mother's education and father's 
socioeconomic status have significant effects only at age 18, when they 
both stimulate enrollment. Although , derivatives indicate'a modest decline 
An enployment between 1970 and 1971, the overall pattern of market ^ 
opportunity coefficients is mixed. , . - " 

3.2b S urvey Week Results ' ^ 

' ' ' K , V 

The survey week results (Tabl-es S.lZ to 3.15), provide more direct 

evidence on the det^minants of youth unemployment. Refl«:ti.ng the 

importance of the enrollment decision, IQ and education have their most » 

important effects by routing ^m^iles out of the labor force and into 

school. Work experience grecitly increases the probability of current 
*■ ' , . • '* 

employment at age 18; the effect diminisjies at later ages as individuals 

with advanced education and fewer years of work experHgnce obtain jobs. 

Blacks are significantly less likely than whites to be empToyed at age 

13> and/fliore likely to be unemployed. By a'ge 24 the racial discrepancy 

is iifsignifiCwant. In most cases the coeff1<:1ents of the market opportunity 

varl/ables are only marginally significant. ;)erivat1ves indicate a weak 
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^. trend -increasing the likelihood of unemployment from 196B to 1971 for 
/ ^ all ages/ * 

Turning to the female results (Tables 3.14 and 3.16), edufcation- . > 
has. a highly significant positive effect on the probabili^ of employment 
at alTag'es. This differs-^rom the male pattern of labor forc^ ndnentry 
at ages 18 and 20, and is consistent with the female's survey year 
, findings. Work experience has a stronger |)osit1ve impact on the likeli- 
hood of employment for fem&les, although the effect declines with age. 
Black females are less likely to' be employed at age IB, more likely at. 24. 
, - The recession's impadb on the mix of activities is surprisingly mild,, with 

derivatives 'indi^artfng a slight iijcrease in the probability of unemployment ' 
and decrease in the probability of employment at all ages.. ' ^ 

. V. ^ ' \ ' 

3.2c Additional Evidence 

The need to treat enrollment and labor force decision simultaneous] 
In the framework of a time allocation problem has been generally cecronized. 
- Unfortunately, few empirical studies of these decisions are available for 

/* - ^ 

comparison with our results. One exception^ is Stephenson's (1977) study 
/ * *of. school and labor force participation deoflsions of young males ^ which 

also analyzes the NLS youth da%'.- ^Pooling observations from 1966 

' to 1971 for males who were 14 "to 17 years old in 1966, Stephenson estimates 
tra'n§ition prob«U)ilities between alternative enrollment and labor force 
states usfng a multinomial logit model. TiTe dependent variables* are 
similar to our survey week activities, except they are further subdivided , 



ERIC 



54 



by. survey week enrolment, status. Stephenison finds thjat the principal 
^injpact Qf family socioeconomic /^tus is to. increase school enrollment 

. rates fofi;,both blacks^ and whites. Completed years of schooling is 
^pbs^tively related to jgrrent enrallmfent of blacks; thgjioefficients 
are insignificant "for ^iJB^- .Enrollmetnt fell frgfr 1967 to 1969 for'whites, 
w'ilh most of thg-decKne §mong working students. This finding coincides 
with our surve/'year estimates, Stephenson also estimates that black 

, enrol Ime^^^reased modestly frbm^ 1967 to 1969. Tiife-*likelihoqd that' \ 
Individuals will be Unemployed increases somewhat from 1967 to 1969 for. 
whitest, a'nd increases substantially over-the same period for^bUcks. 



I 



Both' Stephenson analysis arid oi^ own work support the validity of 
a multivariate approach to the study df enrollment and labof. force decisions^ 
Me have found,. for example > that personal and family background character- 
istics ptay an important role routing "individuals with high status ' 
backgroundsHoward additionai^eduCation. This enrollment effect seems 
to operate independently qf race: blacks with similar backgrounds are^ ^ 
somewhat more likely to be enrolled than whites. But since fewer blacks 
•are from htgh status families and able to afford college costs, the * 
average enrollment rate df h'iacjks is. well' below that'of whites* When the 
college-educated ultimately enter the labor force, they^do so Without 



. experiencing the higb linempldyment rates and low wages of those who do , 
^. not go to college. Ttiis Interplay between backgrounds, enirollment' ; 



decisionsf^d labor market outcomes amqunts to a social stratification 
process*whiQh, although not completely inflexible, has ^portant consequences 
While our analysi's of this 'phenomenon has been Jneom'plete and Ve have 
examlned^oniy a few of the determinants of schoorenrollment and l^bor 



for<^e^Gis1onS', it appears that the net effect of this process is=,a^ndency 
. tovyard continutig economic 1^l£qua'^ity• ' ^ . ' • 

^.3^ Determinan^ts of Educational Attainment 



Because of 



market outcomes 
decisions /,this. 



the pivotal role education .has in determining future labor 

, we fake one final look, at factors influencing educational' 
' ' • • . > 

time examining tKe impact of family background on 



educational attainment of 24 year old respondents.^ The model is .s^imilar 
to that es^timatjed in Section X.2 and is ^I'osely relate,d to models 
estimated by Masters (1969)^ Duncan, Feath'ennan,. and Duncan (1972) » 
GriWches andJa?on (1972y, Lerman (1^2), Hauser (1973),, Pahsons J1974), 
Griliches (1976), and Lazear (1976)* Most researchers find that family 
backgropnd^arijables explain much ogr^^e variation in educational attain- 
ment; we confirjmv fhis fact for NLS data. 

Table 3.16 reports 1 inear regression estimates of the impact three 

family background vari'ables-^mother's education, father's socioeconomic'* 
/ --I . - . * ^ * ^ • 

staiusi and number' of siblings—have on years of education completed 



by age 24/conllr(fHing for IQ, race, and sex* The sample includes those 
enrolled in school at age 24, thus reducing possible sample selection 
bias, and a variable indicating enrollment status is included. ^ As expected, 
those who'?re currently -enrolled are the more highly -educated** Estimates 
using a sample restricted to the nonenrolled are s^il^^" to those "reported 
^here, with the exception that estimated race and sex effects are^somewhat 
larger for. the nonenrolled. • • ' ' . * 

The s^ignificance of the coefficients and the overall explan^ory . 



PQ^er of the regression is qui,te high* Estimated effects of t^e three, \ 
family background variables haVe the expected sign and are highly - 
6lgnff jcant* Mofhef'.s eSucation dnd"^ather*T socioeconomic status- 
both have positive Impacts on educational attainment. The negative.; 
4mpact of siblings, is -larger fo^ femat^sK .This result is consistent , 
with the hypothesis that the eduption of femalesj^s still viewed as' 
a luxury in many families that 15 expendable in the face of the 
competing financial demands of 'a^large family,^ The estimated difference 
in educational attainment between btack and white males is not significant 
black :females 'complete about three-quarters of a year more education 
than whites when ability and background v^iables are controlled. The 
difference in ^educational attainment between males and females is 
negligible. , ^ / ' ' ^ . - 

Our results can be: compared to ^studies using National Longitudinal 
Survey data by Parsons (1974), Kohen and Roderick (1975); Lazear (1976)5 
apd Griliches (1976). Parsons, tazear.^andjbriliches confine' their sample 
to nonenrolled males, while Kbhen an/ Rode^^k also study females, . All , 
four use regression specifications similar to ours, and their results ^ , 
are reported in Table 3.16. Except for Griliches, none of the 5ttrdies\ . , 
control for age. In addition. Parsons does not control for race^'In 
spite of differences in specification, the results of these'^stud-ies are 
very similar to 'ours. The impact of siblin5$|^s negative and ginerally 
significant; the impact of mother's education and father 's'socioeconbinic ' 
status is positive. QnlyLazear's race coefficient differs 1n sign frbm' 



.3,4 COncTusi^ris . ► . * 

This chapter has/ investigated many of the f^cto^^^^ ^ssoc fated with 
.^uth educational and labor market decisions, tracing the consequences 

of those decisions" to their subsequent impact on labor market activities. 

in later years. The critical decision is clearly whether to Continue 
. formal' education. It appears that Individuals who go to college have 

less difficulty 'making the transitioh/from school to work. High schooj^ 
->4jpQpputs experience the greatest difficulty becoming established in the 

\abor maqket, with extended period? of high, unemployment rates. Because 
.blacks, on avejrage, complete fewer, years of education, *these findings 

imply that lower skill ^levels contribute substantially to, the severe 
' -unpinployment problfens of minority youth. , . - . ^ 

This., chapter has provided a. brief accounting jof who, is where in 

the youth labor market, identifying some of the systematic "differences 

between earTy niark'et^^trants and', college goers, and betweert the employed 

• ^ ' . » r ^ ^ ' . . , , * 

and unemployed. In succeedi^1g .chapters, we narrow, tbe foCUs to employed. 

'wage and salary, workers, and analyze the; processes of wage determination 

' and turnover, and their consequences. , ■ . ' " l . 



■Footnotes to Chapter III 



/ 



lBrief1y,» the employed (EMPj) are persons who, during the survey we^k, 

' J/ ^ * • • 

did any work at all,a§ paid employees or irt their own business or who worked 

^ • - * 

15 hours or more as unpaid' workers in a family-operated enterprise. ATsd^ 
included are 'Persons -temporarily absent from work due to illness, vacation, 
bad weather, labor-management dispute, or other personal reasons: The 
unemployed (UNEMP) are persons who did not work at all during the survey ^ 

-week, were available for work" (except for temporary illness), and had 
looked for work during" the preceeding 4 weeks., Also included are those who 

'did not work during the survey week an^ were on temporrary layoff or were • 
waiting to begin'a'^new job' wTthin the following 3b xf&ys. Persons ^neitlier 
employed nor unemployed are classified is out of the labor force (OLF). 
See ILS.^ Bureau of Labor. Statistics (1976) ,,pp.»6-7^for ritore details. 

■ • ' ' - • ' ■ ' ■ ■ . ' 

2as outlined in Chapter II, 'our recursive mpdelof the youth, labor 

market is ^pplied-r*^ each age 'group sequentiaTVy, for a total of 11 

iterations for* males (ages 18 to 28) and 10 for females (ages 18 tp^27). 

For ease in presentrngTth^results, and with little loss In generality, 

J we confine our discussion" in .this report to the analysis of ages' 18, 20, 

and -24.*- Resihts obtained for" other ages 'are avail able-^irom the authors, 

.In addition, unweighted data, are used throughout the study This was done 

partly because sw\S^e a-ttnt^after thf first^s.urvey year would require 

unknown adjustments in the published weiglits. * Moreover, much Qf our analys 

is conducted separately by race and sex, the two key determinants of the- 

sampling- weights. Finally, use of weighted data in multivariate 'analysis 

does' not yield iriore desirable estimators. Seei Taubman (J^75), pp. 24-25. 

■ ^Stevensot il9-77)'*reports a similar result. \ 

• ^ . 59 ' 
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^ ^Kohen and Andrisam also report that the unempf oyment. rate differential 
. tends to decline with age* This difference in conclusions is partly 

attributable 'to differences iji sample selectiorv ^d classification procedures. 
Kohen and Andrisani use educationaVattainment reported In 1969 regardless 
of the age of the respondent, to classify Individuals as dropouts or graduates* 

^See the appendix to this chapter for a brief technical discussion of 
the logit formulation. . 

oCJT measures recent attachment to the labor force. A total work 
experience variable was not available, and age stratification coupled with 
the inclusion i)f. education makes the? usu^l potential experience proxy (age- 
, educatit)n-6) unuseab^ here. * ^ ^ ^ ^ . 

7The effect^s of completed education and job experience on enrol laent 
and labor "f^rce decisions opepafe through several channels. As we discussed 
earlier, these variables are Impoctant explanators of wage rates, so,.their 

■4 

A estimated impact combines ^he indirect effect of wages on activity choice 
^wlth any direct effect of the Independent variables ^themselves. To the 
extent that these variables are poor proxies for wages rates and other . 
unmeasured determinants of activity choices, observation|ny equiva'lent^ 
individuals will have differ^ true Isrobabilfties of entering alternative 
enrollment and labor force statues. An implication of this heterogeneity 
problem is that over a period of time the proportil>n of persons with a' 
. Veater* unmeasured propensity to remain In a given activity stat^ increases. 
Thus the correlaticyi between years of .completed education and current en- 
' rollme/it status, and betv/een years of job experience and current employment 
• 'Status, may grow as the population sorts Itself out, A discus^on of this 
mover^stayer problem is contained in Heckman and Willis (1977); See also 
siejhensori (197*). ^ QQ ^ 



_ ^Another exception, Mallar (1976), estimates a simultaneous probability 
model of school and labor force decisions using a probit formulation.' 
Unfortunately, Mallar' s model does not overlap our study enough to ^allow 
c(^nparisons. . • 
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TABLE 3>1 
Activities, Selected Ages^ 



Proportion In 



Prdportlon In 



'Affi 


H 




su 




Of 




t»EW> 




^ U(X) 


P{«) 


*Wh1t» Mslik 
Nil i m 






















' 18 


1868 


.19 




.12 


.03""/ 


.63 


.09- 


.28 


13.8 


72.4 


20 


1303 


'.42 


.43 


.09 


.05 


.73 


.06. 


.22 


7.1 


78.2 


24 


»46 


.69 


.19 


.04 


.08 


■ .93 


.02 ■ 


.05 


».8 


95.2 


nurmnibc nalc 












« 










18 


844 


.28 


.54 


.13 


- .05 


.64 


.14 


.23 


17.6 


77.5 


20 


'515 


.61 


.25 


.06 


.08 


.78. 


.09 


.13 


10.5 


87.0. 


24 


338 ' 


■ .83 
> 




.07 


.08 


.89 ^ 


.06 


.05 


• 6.2 


9SL.0 


White Femile . 






* 








. . _ 








18 


1395, 


.36' 


.37 


.15 


.12 


.46 


.11 


.44 


19,2 


66.3 


20 


1349 


.53 


.21 


.08 


■.17 


.54 


.09 


.37 


13.6 


62.8,. 


24 


1116 


,55 


.05 


:o2 


.37 


.54 


.04 


•41 


7.3 


58.8 


Nonwhite Female 






















18 


660 




.25 - 


.23 


.19 




.18 


.49 


' 34,a 


51.2 


20 


597 


.53 


.15 


.07 


.25 


.48 


.13 


/ .39 


21.2 


60.8 


24 , , 

• • 






.04 


.02 


.31 


.56 


.08 ■ 


.36 


13v0 


64.2 



a. The unenployinent rate (U) Is calculated as: 
■'U » UNE^/(EMP + UNEHP) 
The labor. force participation rate (P) Is calculated as: 
P - EHg *.WEHP 
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TABLE 3.2 



Survey Week Activities by Enronwent Status, Selected Ages' 




A6E 



EW-S 



Pr oportio n I n Survey Week Activities 
W<£Hf-HS • 



OLF-Ni 



ilhlts Hale 
18 



1868 



.27 



.37 



.06 



-.03 



.57 



.20 . .... 


7:.1303... r . 


.23 


.50 


.02 


V^^03 


.19 


.02 


.44 


,24 


1146 


.11 . 


.82 


0.0 , 


.01 


• , . . .04 


.01 


- .15 


f{onuhfte Hale 
















* 


18 


844 


.19 


.45 


.07 


.06 


.18 


.05 


' . .. .44 


20 


51% 


.12 


.66 


.02* 


.07 


> .10 


.04 


. .24 


1 


338 


.04 


.85 


0.0 


.06 


.01 

4 


.04 


.05 


Whl£e Femalfe" , 












f 




• 




* fl7 ' 


^ .28 - 


.06 


.05 


.28 > ■ 


-.16 


— .51 




1349 


.11 


^ V .43 


.02 


.07 


.15 


.22 


.28 


24 


1116 


.05 - 


.50 ^ 


0.0 


.04 


.02 


.39 


' ^07 


Honwhlte Female 










-s 




» 




* 

18 


660 


\l2 


.22 


. .07 


.11 


..28^ 


.20 


.47 


20 N 




.09 • 


.39 ' 


.02 


.08 




.29 


.22 


24 




.03 


.53 


.01 


.02' 


.34 


.06 



a. The proportion enrolled In the survey week (EHROLLED) is calculated by: 



ENW)U.ED - EMP-SfUNEMP-S ♦ OLF-S , 
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TABLE 3.3 




/ 


■> 


* 






h \ 

Post^School Activities of Kales Grouped by E(iucat1ona1 ^ttaliment 




* 


Age H« 


Proportion 1n ^ . 
Survey Year 'Act1v1t1es\ 
W SH SW 0T\ 


m 

Proportlonv In 
Survey Neek Activities . 




m 


iilgtv School Dropouts 


• 


















18 210(.51) 


.54 


.35 


.07 


.04 


.78- 


.10 


.12 


• 11.# 


87.6 


20 308(.$1) 


.84 


,04 


.03 


.10 


.86. 


.10 


.04 


10.8 


96.1 


* -24 270(.36) 


- .90 


' .03 


0.0 


.06 

ft 


.94 


.05 


.01 ^ 


4.9 


98.^ 


HHIqh School Graduates 








• 












18 * 446{.31) 


.23 


.63 


.11 


.03 


.76 


.10 


.13 


11.9 


86.S 


20 ' 534(.28) 


.75 


.13 


.03 


.08 


.89 


.06 


-.05 


.6.1 


94.9 


24 492{.21) 


.86 


.02 


0.0 


.12 


.97 


.01 


.02 


1.2" 


'"?'8:4 


Colleqe Dropouts 














t 






20 44{.18) 


.25 . 


.61. 


.14 


0.0 . 


.75 


.05 


.20 

9 


5.7 


79.5 


24 242(.12) 


.56" 


.32 


.06 


.07 


.90 


■ .02 


.07, 


2.7 . 


' 93.0 


College graduates 




















24 siac.iT) 


.39 


.45 


.13 


.03' 


i87 


.02 


.11 


2.5 


88.8 


a. Proportion if blackiiln parentheses 
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TABLE 3.4 

Post-School Activities of Fanales Grouped by Educational Attainment 



Age 



Proportion tn 
Survey Year Activities 



, Prqportion In 
Survey Week Activities 



U(« P{X) 



■Hlqh School Dropouts 
















■ 




18 


173(.49) 


.45 


.06 


• 14 


.35 


.31> 


.17 


- 

■ .53 


35.4 


47.4 


' 20 » 


314{.46) 


.49 


.04 


.04 


.43 


.33 


.14 


.53 


29.9 


4o.8 


24 


268(,37) 


.49 


, .0] 


.01 


.49 


* .41 


.08 


'.50 


„ 16.5' 


49.6 


Hlqh School Graduates 




















18 


457(.32) 


.49 


.23 


.18 


.10 


.54 


.11 


.36 


16.3 


64.3 


20 


930{.3O) 


.77 


.03 


.02 . 


.19 


• -64 


.09 


.27 


13.0 


73.0 


24. 


672(;22) 


.59 


.02 


.01 


.38 


.53 


.04 


..43 


^7.3- 


57.0 


Co1t«<ie Dropouts'* 








i 












21 


66 (.30) 


.62 


.21 


.09 


.08 


■ .61 


.14 


. .26 


18.4 


74.2 


24 


203(124) 


.60 


.10 


.05 


.25 


' .62 


.07 


.31 


10.0 


69.0 


College Graduates 




















24 


248M3) 


.65 


.17 


.05 


.13 


.77 


.04 


.20 


4.5 


80.2 



a« Prbportlon^'of blacks In parentheses. 

b» Classification procedures jdo not alloif identification of the activities of fenale college dropouts at age 20, since 
only four years of data are available. - , * 
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TABLE 3.5 

Mean Wages of Workers^ Grouped Educational Attainment^ 



Age 



Male 



SW 



EMP 



Female 



EMP 



High School Dropouts 

18 1.88(113) 1,65{ 74) 

20 2.11(258) 1.81( 12) 

24 2.41(243) 2.63{ 9) 
High School Graduates 
• 18 2.01(104) 1.75(280) 

20 2.44(402) 

24 2.80(421) 
College Dropouts^ . 

20 1.96( 11) 

21 

* 

24 3.13(135) 
College Graduates 
24 , 3.38(121) 



2.1)2(^72) 
3.23( 9) 

1.84( •27) 

2.75{ 77) 



3r 08(141) 



1.87(153) 
2.09(242) 
2.46(238) 

T?9Q^06) 
2.39(442) 
2.80(425) 

l-84{ 30) 

3.01(196) 

3.27(245) 



l-30( 77) 
1.39053) 
1.46(132) 

1.62(224) 
1.77(712) 
1.97(399) 



1.29( U) * l\40( 47> 
1.30( 12) l.'44( 89) 
.99( 2) 1.54( 94) 



1.33(106) 
1.67( 29) 
1.86( n) 



1.55(228) 
1.87(549) 
2.03(318) 



1.89( 41) U59( 14) 2.00( 37) 
2.13(121) 2.34( 21) 2.33(115) 

2-82(160) 2.46( 42) 2.85^174) 



a. In dollars per hour. Sample iizes In parentheses. 

b. See notes to table 3.4. 
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>V9ridbles Used tn Survey Year Activity Analysis: Ages re» 20, ?4 



'Mean by Dependent Varldble Category 
Age 18 ' 



Variable 


^ Description 


WK 


SH ^ 


SNtC 


OT 


■ WK 




SNW 


OT 


RACE {D)** 


Respondent is nonwhite, " 


, .399 


.269 


.323 


.489 


'.297 


.245 


- 

.417 




IQ 




1 Scoi^ on IQ-type test 


' 98.7 


103.3 . 


103.4 


'101.0 


100.7 


' 106.4 


101.6 


99.5 


IQC 




' Control for missing IQ values 
Years of fonnal education completed 


.486 


\ .303 




.717 ■ 


.299 


-.251 


.358 


.493 


EOtlCj 




' 10^3 


11.9 ■ 


W.l 


9J23 


11.2. 


■ 11.6 


11.2 


10.3 , 


CJT 




Continuous years of experience with 
current or last employer 


V 

.363 


^ .298 


.650 


.739, 


.317 


.353 ' 


'..201 


.113 

f * 


MEO 




(tother's education 


9.55 


. 10.7 


10.8 


9.46 


10.1 


, 11,6 


10.7 


- 9.51 


ME06 (0) 


Control for 'missing KED values 


.154 


.084 


.119 


.174 


.103 ' 


.076 


.089- 


.184 


OUHCAN 


1 Father's socioeconomic status 


25.1 


35.2 


33.4 


24.5 


28.5 ' 


38.9 


31.2 


24.8 


DUtlCANC (0) 


Control for missing DUNCAN values 


' .138 


.072 


.089" 


■ .152 


' .101 


.079 


.095 


. .150 


SIBLINGS 


Number of siblings 


^.03 


' 3.25 


3.44 


4.77 


3.82 


3.24 


3.79 


4.47 


1966 


(D) • 


Responcjent was indicated age in 1966 


.160 


. .198 


.193 


^239 










1967 


(P) 


Respondent was indicated age in -1967 


.205 


.196 


.214 


.163' 










1963 




Respondent was Indicated age in 1968 


.226 , 


»215 


.151 


.142' 


.254 


.248 


.265 


.^52 


1969 


(0) 


Resporident was indicated age in 1969 . 


.200 


.204 


;i8i 


.228 * 


-.262 


.224 


i298 


.238 


1970 


(0) 


Respondent was indicated age in 1970 


.209 


vl87 


.261 


-.^^28 


.246 


.261 


.209 


.238- 


1971 


(0) 


Respondent was Indicated age in 1971 










.238 


/267 ' 


.228 


,272 
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.68 



TABLE 3:6, Continued 



Variables Used in Survey Year Activity Analysis:* Ages 20, 24 



Variable 



Male 



Age ?0 Mean b^ependen^ Variable Categarv ^ \ 
Female ■ Hale 



Age 24 ^ ^* 



Female 



WK sw, , sm 



OT 



HK SW .sm OT 



ENR 



'OT 



WK- " EHR 



OT 



4 



RACE 


.364 


.188 


.206. ' 


•.364'- ' 


.304 


.242 


IQ .* 


.98.9 




109.3 ^ 


99.4 


100.1 


109.4 


IQC 


.367 


0 

".139- 


.168 


.523 


.252 


.120 


• ; EOUC 


. lO.'S 




13.7 


10.3 


• 

V 

11.7" 


13.5 


5^CJT ^ 


.729 


.453 


.303 . 


.596-' ^ 


.780 


.488 


IMEO 


■ 9.59 


lliS 


11.9 


9. '44 . 


vlO.l 


11.7 


Iheoc' 


.ft6 




■i065 ' 


'.140 • . 


;118. 


\074 


DUNCAN- 


26.0" 


Ti.o . 





--U^ 


3&t4— 


30.4 




• buHc^c 

SIBLINGS 
1966* 

• 196*7 '• 



.263* 
-98.8 
.-350 
11. £ 
.1.74 
9.79 
.204 



JXt- 



m 

''1969 

.1' . . 
1970 



3783 2.72 
.186 y9.1^9 
.173 -.199 
.155 .233 
'.189 ' /;221 . 
.297 ■'■;208, 



-046- 



-t099- 



i061- 



7695: 



2.48 
.135* 

'.1?4= 
.167 
.239 

r 

..265 



4.12 
.140 
'^24 
,'T78 
.215 
.243 
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.268 
-.246 
, .^52 
' .234 



2/94 



-.220 
' .229 

.274 
; .277 



2.74 



4.26 



^^076- 
•3;34 
.257 
.213 




.277 


. i314 . 


.214 


.223 


.175. 


.231 


• ' .296 


.294 


1,216. 


.225> 




•.■M56 . 


..175 


.223 - 


.130^ 


.244,- ' 


.243 


. -.199 


.150 




.208 


.253 


• .204 


.218^ 


.264 


.262 ' ^ 


'r 




* 


,.293 - 


.370^ . 


.244. 



o1; SW» working and in school; SNW» in school ^nd not 



a. For 18 and 20 vear olds, thd alternative dependent variables aVe: HK, wofWng and'not in scV., nwr,.M.M «..« ;»w,.w«.., ..i 
^ ^J^.'^V V* ^9^^"* y®^'^ °^^^» ^® dependent variables are WK, working and not in schbol; ENR. enrolled in school;* OT. other. 

' / b. varfables fdllowed by (0) are dlchotomous. They a^^sume the vahie.of 1 if the indicated requi 'eroent is met, 0 otherwise. ' 

Onrfttfid In est1;njfion.^ . , , / ' • ' ' • 

'ERIC 69" / V' • , ' ' . - 
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Tablet. 3.7 * ^ 












, • Vdriables Used In Survey Week Activity Analysis: 


Ages 18, 2p, 24*- 










I 




« 














• 




Meart by Dependent Variable Category ' 
Age 18 






Variable ^ 


• 

Description 




Kales 


9* 




Females 








* EMP 




OLF 


EMP 


UNEMP 


OLF 


RACE (D).'' 


. Respondent Is nonwhite 


^^31'4. 


.399 


. <.270 




.050 * « 


.113 




Score on IQ-type test 


101. r » 


,101.1 { 


105,4 


102.ff 


100.9 ^ 


102.9 




Control for m1ss1n9 IQ values 




.*n/ 


.332 


.267 


.327 


. .369 


EDUC 


Years. of formal education completed * 


* 11.4 


11.3 




11.4 1 > 




n.o 


'\ CJT • 

♦ 


Continuous years of experience with 
current or last employer 


.544 • 


.052 




.532 


.050 
• 




MED 


*^ ' 

Mother's education 


10.1 ^ 


10.4 


n.2 


10.7 . • . 


10-3 


V 10.6 


■ HEOC fO) 


-Control for missing MED values ' ' 




J 35 


.082 ■ 


.088 '4 


. .100 


^ .M8" 




Father's socioeconomic status 


30'.2 . 


30.6 


38.4 


31.7 


29.5 , 


32.8 


. ■ ' DUNCANC (D) 


Control* for missing DUNCAN values . 


.OSS- ^ 

.3.63 


..loa 


.091 


•089 


.115 


".104 


SIBLINGS - 


, Number of siblings . . , * 




3.1^ • ^ . 


^.68 


".4.00 


3.67 


1S66 (D)" • 


Respondent was; indicated age in 1965 * 


.194 


/f58l 


.177 ^ 


1967 CB) : 
T968 (0)*= 


.Respondent was indicated age in 1967 
Respondent was ii^dicated age in 1968 


.198 \ 
•>> 

.414 


.191 
•365* 




* - 

.25/ 


,.223 \ 


( 

; 

I 

•^58 


1969.(0) ^' 


Respondent, was Indicated age in 1969 


.197 


.208 f 


• .209 * , 


'.256 : 


.234 ■ 


.25S 


1970 "(0) , 


Respondent was indicated ageMn 1^70 
Respondent was indicated age in 1971' 


.191 ■ . 




> *^ 
.217' . 


/ 

• .226 . . 


.253 " 


. .^57 


1971 (9) 






• 


/.26i ' 


.290 . \ 


•'•230 


.■•71 ■ 

• 


• 4 


• * 
















* 


• 


It' 


■ / 




• 


ERJC 

" 


• - ■ ^. 

« * 


1 

» / 

- 1 • * , 




« • . i' ' 




t 





Table 3.7, Continued 



Varlahle 



fjean by Dependent Variable, Category 



*Age 20 



Age 



24 



Hale 



EKP 



UNEI1P 



Females 



Hales. 



OLF 



UNEHP 



OLF 



EMP 



UNEHP 



OLE^ 



EKP 



^Eemales 
aUVEHP 



— ' i>\ ' — 

.361 
13.8. - 
.^33 
11.2 

37,1 
.083 
2:60 
; .264. 
.167' * 
.208 
.20^ 
- .153 



OLF 



RACE 
» 

IQ ^ 

IQC 

EOUC 

COT 

MEO 

f!£OG 

.•pONCAN 

JDUNCANC. 

SIBLINGS 

1966 ^^ 

¥568 ' 
1969 
1970* 
Y971 



.297 .395 
100.5 102.1 * 

.294 



11.8 
:747 
10.2 
.131 
130.8 
.090 
3r45 
.170 
.190 
-.182 
.201 
.'257 



12.2 

.OM 

11.0 

.134' 

32.2 

.13%' 

3.60 

.lOlf 

.151 

.143 

..210 

.395 



.191 
W9.2 
.185 
13.7 
.120 
11.6 
.048 
4^:4 
.083 
2.66 
.148 
.194 
'.219 
.228 
.211 



.281 
102.3 
.208 
12.1 
.957 
10.5 
.098 
30.8 
.094 
3.39 



.261 
.245 
.251 . 
!243 



.401 
99.0 
.313 

'fi.6 

.076 
10.3 
.156 
28.9 

.left 

4.02 



.239 
.240 
.203 
,318 




.318 
102.3 
.31$ 

V 

.11.8 

10.2 
.120 
30.9 
\101 
3,68 



.287 
.224 
; .247 
• ' .242 



.2l9 
100.5 
' .31S 
..12.1 ' 
• 1,71 

■10. r 

.181 
3?. 4' 
.071 
3-15 
V .245 
.224 
.214 
.161 
.156^-, 



^.500 
98,7 
.500 
11.2 
.150, 
10.1 
.300 



24.0 



r 



.075 
4.08 
.15o' 
.150 
.W5 
.200 
.325 



;254 
103.3 
.^229 
12.8 
1.82 
10.5 
.125 
34.2' 
.083 
' 3.'l3' 



.^4 
.212 
.^247 
.287 



99.3 
.354 ' 
11.9 
-174 
9.71 ^ 
.«! 
28.2 
.063. 
3.68 • 



.291 
.228 
.190 
.291 



«... • . V . . ' 

a. .The anernative dependent variables are:. EKP, employe^d; yHEMP, unemployed;, OLF, but of the labor force. 

^'si^'^^^^^s followed by (0) are dichotoinou^. They assume the value bf.l if the indicated requirement Is met, 0 otherwise. 
^^I^i^nitted in estpmation., ^ 



.224 

101.1 7 
\305 

11>6- 

.271* 

9.91 

^164 
, 30.5 

.098 

3.30 



••260 



..239 
.228 
.272 



. 72 



OET£R<ilKAHTS OF SURVEY YEAR ACnVlTY;" WU.ES AGES 18, 20, and 24* 



Varfable 



Age 18 



In 



if>POb IViCi 



wkT 



y2 fd.f.) 



, fProb 
^ [WES' 



, (Prob 



Age 20 



MKT 



^ (d.f.) 



\ 


RACE 


.221 
,11.61} 


* .503 
JlZ.73) 


.235 
(.85) 


7:59 (3) 


" .664 
(3.05) 


.987 
(3. 22) 


-^161 
(.63) 


14.13 <3)^ 




IQ/ 


. .006 • 


.014 

^ »(2.31) 


.014 
(1.11) 


5.90 (3) 


.019 
(2.91) 


.029 
(3.25) 


.011 

(l«09f 


,12,64 (3) 




«JC 


.424 
(2.97) 


.343 
U*84) 


,564 
(I, 73) 


9.85 (3) 


-.005 
(D.03) 


.205 ^ 

' * / 7n\ 
( -70) 


.457 

^1 .<;l\ 
(1.61) 


3.27.(3) 




*£OUC 


.372 
(16.41) 


.616 

/O* 7<9\ 

(8.73) 


-.210 
(3.27) 


302.98* (6) 


1 .609 . 

/I 7 7il^' • 

(17.74) 


1.505 

/l^ ^tx\ 
(l3«3o) 


-.079 
(1.33) 


325.33 (3) 




• 


- J03 . 


' .131 
(2.40) 


.i9r 

(2.69) 


35.55 (3> ' 


i.214 
(3.17) 


-.375 
(3.10) 


♦ -.073 • . 
» (.80) 


14.34 (3) 






-.027 
(1.17) 


•039 » 
(1*27) 


.108 
(2,14) 


U.35 (3) 


.010 
( ♦.SO) 


, .045 

/I ni\ 
(1.01) 


.019 
(.44) 

-.375 
(1.18) 


. 1.^7 (3) 




.HEOC ^ 


-.246 
(1.41) 


(.09) 


-.315 
(.94) 


3.09 (3) 


-.451 
(1.63) 


-.391 A 

/ Q7\ is* 

, 4 (•97) ^ 


3.81 (3) 




tHlKCAH 


.013 
(4.06) 


,010 
(2.50) 


.004 . 
(.qp) 


16.78 (5) . 


.009 
(2.28) 


.015 
(Z.93) 


* .002 
(.24) 


9.07 (3) 




{CiCA.NC 


-.479 
(2.69) 


-.285 
• 0.17) 


r -.025' 
/ (.07) 


7.51 (3) 


.369^ 
(1.25) 


1.127 
(3.15) 


.258 ' 
(.81) 


10.70 (3) 






• . .011 
(.48) 


' .018 
«^ (.59) 


.047 
0.09) 


1.350) 


*:037 

(1.06) 


-;026 
(.49) 


.020 
(.50) 


2.52 (3) 
• 




1966 •* 


.512 ' 
(1.76) . 


.536 ' 
(2.13) 


, .946^ ^ 
(2.40) 4' 


9.21 {*3} * . 


-.373 
0.44) 


-.096 
(.25> 


-.458 
,(1.24) 


3.57 (3) 




1967 


.009 


,445 
0.90) 


.'369 . " 
■ C-89.}^ 


5.62 (3) ^ 


O.tyz) 

^ -.262 
(K10) 


* .002 
(.01) 


. <03U 

(.27) 


1 .07 \i} 




1969 


-.105 
(.63) , 


.142 - 
(.59)- 


:652 . 
(1.67) 


4.76 (3)^-^ 


.114 
(.34) 


(.00) 


2.54,(3) 




1970 


-.450 
(2.55) 


.^88 
(1.21) 

t. 


?535. 

O.sn) 

> 


' 19.3S'{3). 


r.879 
(3.81) 


-.339 
(1.05) 


-.349 
(1.03) 


16.30*(3) 






-9.603 
(13.71) 


-10.276 
(10.63) , 


•3.'574 
. (2,40) 


2)0.01 (3)* 

271^ ^ 
744.30 (42) 


-22.4r4 
(18.45) 


^ -24.501. • 
05^) ^ 


-'2,571 

(2.>6). : 

1B18 
' 1382.83 (42) 


365.33 (3) 



7A6l£ 3.8, Continued 



YiriabTc 



Age 24 



) 



IQ 

* 

IQC ' 
EOUC 
COT 
K£D« 

-Mtix: 

DOHCAN 



OCNCANC 



-.246 

• ,026 
(3,491 

.144 
(.69) 



(11.56) 

-.204 
(3.74J 

. ,022 
(.67) 

.013 
COS) 

,0(53 
(>84) 



,109 

7^ 



1966 

19691 
1970 



.011 
(.28) 

-*0T3 
(.05) 

..035 

ys) 

•.139- 
(.&2) 

,116^ 
(.44) 



Constant 
Patio In<fex 



-10,90 
(12,29) , 



-.450 
(1.71) 

' -,003 
(.28) 

,676 
(2.78) 

,003 
. (.06) 

.049 
CT.IO). 

.003 
(.08) 

-,222 
(.82) 

.003 



-.104 



.018 
(.46) 

-,039 
(.12)* 

.318 
(1-05) 

.301 
(►52) • 

•587 
(1.84) 



-2,56 ' 
(2,41) ^ 



. 3,56 (2) 
12,69 (2) 
7,83 (2) 

16,04?(2)' 
.45 \Zl 

' ..69 (2) : 
-95. (2> 
.20 C2) 
.27 (2) 
.02 (2) 
' 1.16 (2) 
* 1*23 (2)/ 
3.45 (2) 



152.29 (2) , 

1484 
485,59 ^28f 

» ,215 : 



^4 



\ ^. t v«1u^ In pkT^Xht%^. 



. ERIC . 



TABLE 3.9 ' : • ' 

« - * . 

DERIVATIVES EVALUATED* AT THE MEAN: SORVET YEAR ACnvriT, HALES, ACES 18, lO, 24 



VARIABLE 



AGE X8 



AGE 20 



AGE 24* 



Prob(ra:) Prob(SW) Prob(SNW) Prob{OT), Prob(V?K) Prob{SW) Prob{SKW) ?rob{OT) Prob(WK) Prob(EKR) Prqb{OT) 



RA^ 
.IQ 


ri042 
-.001/ 


.003 
0. ' 


.039 • 
.001 • 


,0. 


T.142 
-.005 


.121 
.005 


.047 
' .001 " 


-.026 

\ n 


.052 

-.oq2 


' -.019 
.002 


->033 
0. 




IQC . 


-.065 , 


.059 


.001 


.005 . 


-.024 


' -.013' 


.010 


.(&7 


-.059 


^ .008 ^ 


.051 




EDUC^ 


-.125 


.147 


-.004 ' 


-.017^ 


-.323' 


.304 


'.060 


-.041 


-,044 


^ *049 


-.004 




CJT 


.009 


r.037 


.024 


.005 


.053 ^ 


-.036 


-.018 


.001 


.014 


' -.020 


.006 




MED 


.002 


-.011 


.007 


.002 


-.004, 


.001* 


.002 


•.001 


-.002 . 


.002 


0. 




MEDC 


.033 


-.050 


.020 


-.003, 


.104 


-.078 


-.013 


-.013 


.014 


.003 


-.017 




DimCAN 


-.002 


■^.002 


0. 


, Q.' 


-.002. 


.002 


'.OQl* 


0. 1 


-.001 


0. 


0. 


f 


DUNCAHC, 


- .068 


-.083 


.009 


.006 


-.U3 * 


^ .050 


- .059 . 


.004 


-.002 


.OH 


-•009 




SIBLIKGS 


-*002 


. ^ Or . ' 


.001 


.001 


-.006 


.008 


-.002 


.001 


-.002 


.001 


-.001 




1966 


-.057 


.011 


.033 


.013* 


.084 


-.066 


• .003 


-.020 


•004 


-.oqi 


•%603 


¥ 


^96> 
• 


-.014/ 


• -.042 


.050 


. .006 


' .039' 




.004 


.010 . 


-.019 


-.006 


.025 




1969 


;007 


-.045 


.024 


' .014 ' 


.040 


* -.056 


.012 


.004 


-.009 


-.016 


.025 




1970 ' 


.047 


-.134 ' 


.072 


.015 


.173 


-.167 


• -^.003 


-.003 


-.osa 


• 006 


.044 





7.9 



, . Table 3J0 

Oeteminants of Survey Year Acttvl^: 



Feeales Ages 18, 20, 24* 



.633 
(4.13) 

.026 
(5.19) 

.076 
(.53) 

^225 
(3.43) 

.106 ^ 
(1.50) 

J32 
(5.18) 

-.175 
- (.87) ^' 

,012 " 
(4.24) 

-.139 
(.70) 

-.023 
(.93) 

r.090 
(.55) 

,.039 

.117 
(.73) 



Age 18 



Prob 




Prob"j 





Age a) 



(d.f.) 



.888 
(5.27) ^ 


, -^30. 
(.73) 


34.64 (3) 


.792 
(3.65) 


.634- 
(2.34) 






17,89 (3) 


.003 
(1.34) 


-.003 

(.37) 


31.26 (3) 


, .026 . 
(3.61) 


.016 
(1.73) 




-.012 
(2.10) 


20.32 (3) 


.184 
(1.13) 


.201 
(1 .09) 


1.9b (3) 


-.101 

r 451 


,727 




.275 


13.ib (3) 


-.064 
(1.01) 


, -.363" 
(6.09) 


69.91 (3) 
ft 


1.730 
f.OO) 

\ .WW/ 


.140 




-.271 . 


371 :36 (3) 


-.297 . 
(2.51) 


-.978 
(4.51) 


. 32.36 (3) 


-.168 


-.803 




17.67) 


'76.44 (3) 


. .099 
(3.45) • 


-.010' 
(.318) 


34.56 (3) 


.032 . 
(.93) . 


«001 
(.03) 




-.017 
(.63) 




-.417 ^ 
(1.81) 


-311 
(1.45) 


. 8:90 (3) 


.305 
(1.05) 


-.179 

(•47) 




-.072 
(.37) 


1.99 (3) 


.008 ^ 
(2.35) 


-.001 
(.22) 


21.45 (3) 


.002 
* (.58) 


.009' 

(1.96) : 




-.005 , 
(1.26) 


6.30 (3) 


-.180 

»(.80) 

-.017 
(.62) 


.215 
(.96) 

.009 
(.31) 


, / 2.9f (3) 
: 1.47 (3) 


-.324 
(1.06) 

.011 
(.30) . 


.283 
(.84) 

-.058 
(T.25) 




.183 
(.89) 

-.002 
(.09) 


3.59 (3) 
2.^5 <S) 


-.040 
(.22) 


-.391 
(1.86) 


3.62 (3) ^ 


-.028 
^ (.12) 


-.469- 
(1.62) 




-.569 
(3.10) 


11.73 (3) 


,-.387 
(2.01) 


-.279 

(1.32) 


6.45 (3) , 


,268 
^(1.18) 


^-.308 . 
(1.09) 




-.758 
(4.09) 


2.17 (3) 


-.242 
(1.27) , 


-.062 
(.30)* 


3.59 (3) 


. .439 
(1.95) 


,019 
^(;07)^ 




-.348 ^ 
i1.1?7). 


-9.45.(3) 


-2.022 
(2.23) 


3.571 
- (1.87) 


107.66 (3) 


25.280 

(ia.89) 


20.938 
(i2.65) 




4.331 
(5.42) 


440.75 (3) 



-7.289 
{«.02} 



447.41 (39) 
2055 
.082 



1207.12 ;(39 
194$'^ * 
, .265 



TABLE 3.10, Coittinued 



Variable - 



, /Prob 



Age 24 



RACE 


.385 


-.806 


26.51 (2) 




V • ^ 




IQ . ' 


.012 


-.008 . 


4;.53 (2) 








IQC 


% 

.095 


.287 


. 3.27 (2) 




V • 












EOUC 


.394 


-.192 


81,52 (2) 








COT 


• -.110 


-.631 


103.88 (2) 




V > • ' / 


\ lU. t / / 


KEO 


-.003 


-.028 . 


1.18 (2) 






n 081 


- 


MEOC 


-.312 


-.178 


1.34 (2) 




(.76) 


(.96) 




DUNCAN 


.002 ■ 


.001 


.12 (2) 




(f29) 


(.24) • 




DUNCANC 


^ .417 


.097 


1.21 (2) 




(1.07) 


(.44) 




sibling;^ , 


-.075 , 


-.027 


2.45 (2) 


0.31) 


(UOl) 




1969 


-.993 ' 


-.475 


1*3.07 (2) 




(2.81) ^ 


• (2.66) 




1970 


-.693 


-.620 


14.88 {2) 






(3.48) 


* 


1971 


-.274 ' : 


-•.€70 


15t29"(2)-- 




(.99) , 


(3.90) 





Constant 

(df) 
H . ^ 
Ratio Index 



-8.090 
(7.01) 



4.080 
(6.40). 



10^.4P1 (2) 

436.58 ( 26) 
1487 
.167 



a. The absolute value of asymptotic t-statlstlcs appear '1n<j>arentheses. 
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VARIAfiLE 



I? 



■1 



DERmfrVBS EVALmED AJ^W^^^EAN: SURVBT' YEAR 



ACTIVITI, FSttLES, AGES ^9, 20,-24 



AQE 18, 



AGE 20 



ACE 24^ 



Prob(WK) Pro!)(SV) Pirob(SHW) Vto^im) Prob(WK) Prpb(SW) Prob(SHW) -probCOT) Pr^b(WC). Pr'ob(BNPO * Prob(ar) 
= '-^ — - t * - . • ^ ' - * 






-.030 




^036 > 


' .025 




.i5i ' . 


4 

•027 


' -.178 


0. • 


4-.001 


- 0.* 


.902 > 


.001 


-.002^ 


.001 


.001 ■ 


-.002 


-.031 


.014 
-.044.. 
. r.097 


.* ^.051- 
-.101 
.138- 


-.013 
.121 
.002 


.028 
* .054 
^^026 


• .036 , 
' ' -.074' 


\<^060. 
^27 
■ .130 ^ 


a. 

.019 

* -004^./. 


^7 , 

-.134 ' 


.007 


' -.008 


" 0. 


.002 ^ 


^ 0. 


-1.003 


' .006 


O.f ' 


-<006 


-„061 


.047 


^ -.002 


.023 


-.008 


-.013 


.045 * 


,-.011 


-.034 


.001 




0: 






-.oqi 


* ..0. • ^ • 


0. ^ 


.0. w 


-.024 ' 


.031 

.oqz 

-.036 

-.021. 

, ,,-.053, 


' -.Ol|r 
.001 


. . -.026 
> 

.001 


.011 
-.002 


.029^' 


-.031 
.008* * 


.016 
^.003 


^015 
. -.005 . 


■ *: -.008 

-.056 


.087 
.090 


' * :oo7.' 

,030 ^ 


-.015 

-.go8 


-.079 
-.112 


.123 * 
/ ..1A4 


-•^35' 
-.021 • 


' -.088 
-.124 ' 


' -.043 


. • ^ ..019..- 


^ '•.036 


. .Cf02 


-.057 • 


* . « 

.142 ' 


t 

-!:oo2 ^ 


-JL40 



.4^ 



ERIC 



ERIC 



\ , * Table 3.12 * > .\ 

Deteftfliwints of Survey Week Activity: Hales ^ 18,i20» 24* 



r 



^ Age 18 



Age Zg 



YariabU 



If rob (SLf)) ' j?ii>rob mX ) 



. RACE 


•.296 ' 
(2,36) 


". ■ / {it! * 


IQ • , ^ 


-.0T6 
■^4.04)' 


-.015 " 
. - ^ (2.42) 


IQC- 


-.US 
(.99) 


-.052 

• . (.29). 




-.148 
^ (3.48) 


-.161 W 
. (2.81) ^ 


COT 


1.062 
(8.24) 


■ / . -.344 

(1.27)' . 




•^069 
(3,40) 


-.032 
M.03) 


f 


.TtOO 

(1.^0) 


. . (1.06)- 


DUJiCAfl 


*.009 
(3.92) 


-.007 

(i.?o; 




- , loU 
(.97) 


- ' -.072 • 
(.30) 




. (.63) 


*• .024 
(-.78) - 


1966 — 

4 


-i61 • 

n.6?) 


, -.33* 
(1.42; 


' 1967* 


'-J81 
(1.22) 


.114 
(.48? 


1569 


-.184 • 

(4^.25) ^ 


.224 
' (.97) 

.330 - 
(1.39) ^ 




^ -.226 
(l.'47V 



10.83 (2) 
^1^.71 (2) 

r.oo (2) 

13.03 (2) 
94«19 (2) 
11.95 (2)^ 
2.92 (2) " 
1.48, (2) 
.96 (2)/* 

8.^1 (2)^ 
2.80 (2)., 
4.45. (2) 
7,39 (2.) • 



-.358 
(1.77) 

..D18- 
(3.18) 

-.337 
(1.79)- 

..'537 « 
(10.15) 

ij38 
^ (7.78) * 

.005 
^•(.18) 
t 

.626" 

; (2.i5r; 

-.008 
{2/48) 

-•298 
(M7) 



.18(f ' 

-.010 
(1.15) 

-.391 . 
(L28) , 

-.439 - 
(5.85) *, 

r 

-1.103^ 
(2. 2(f) ^ 

.101 
(2.18) • 

'.603 

, -.010 
'{»1.89) 



'-{.70; 



(.26) 

-.200^ 
(.85)0 

.081 • 
.(.37) 
'\ 

.044 
(.21) . V 

.248 
(1.19) 



TP35 

(.70)f 

-.252 
(.58) 

^ F^. 7.049 
. ,.(.13) 

.313 
• (.86) 



• .866 
^(2.57) • 



" 6.31 ^(2) 
' 10.29 (2). 

3.47(2) 
102^96 .(2) 
79.50 (2) 
. 5.51. (?) 
4.68 (2) 
7.88 (2) . 
3.90 (2)^ 
O.07 (2) 
.80 (2) ) 
..T4 IZI ^ 
.^77.(1) 
6.62 (2) ' 



(df) 
ilatfo Index 



5.361 
(8.S8) 



2.912 
(^.25), 



* 75.51 (f) 

V 2712 
V 360.22 (28) 
.076 



n0.152 
(12.36) 



V \ 
•4;615 
.(3.79) , 



16&.23 

. 1818 \ 
Sio;46 ^28) 
.19^ 



, TABLE 3J2,j;ont1nu5d 



Variable * 



^" JProb (0Lfi5 



Ag^ 24 



•m ( Prob (UNEHP) ?^ 



' t — (d.f.) 



.• RAGE 


'H 


- .33av 

((.68) 


AM (2) 

t 9 


IQ • 


J. 026 


-.025 . ' • ' 
- (1,..25) - 


4,81 (2)* 


IQC. 


-.620 

. (2.10) y 

-.174 
\ (3..04) 


-;486 . ■ 
(.92) 


4.42 (2) 


EDUC 


-.208 
(2.29), 


9.63 <2) 




^ • .815 
(4.77) 


-.506 
(1.27) 


35,39 (2) . 


HED' 


. -.048 
(.93) 


.046 
(..53) . 


2*40 (2) 

* V * 


HEDC. 


. .663 ^ < 


0 .953" 
(1.58) 


•■ 2.70 (2) - . 


OUNCAH S 


.008 
• (1-28), • 


-..007 
(.62) 

# 


3.69 (2) 


DUHPANC; 
SIBLINGS 


-.123 
(.26) 

"S ^■ 
.050 
(.86) 


-.535 
(.68) 

.105 

(.1.26) . 


.48 (2) 
t^' 1.58 (2) ■ • . 


1966 


* -.384 
(1*03) 
' «■ . - ' 


(.89) 


J. 24 (2) ■ - 


1967 • 


. • • .323 


' . .055 

. (.09) 


^79<2r 


1969 
•1970 


. \ . -.244' , • , 

V .059 . * 
' -.^s, . (.14) 


■ ■ .054 
.959 

. (1.51) «. ■ 


..'64 (2) 
• 3.34 (2) " ' 


Constant 
' Rat1.o Index 


7.672 
(5.70) 

r,- . , • . 
' ■ ' '• * 


3.879 
• (1.85) 


36.38 (2) 

-1484 ■ ■ . . ■ ' 
- 156.45 (26) . . " 
' '166 ^ 



• . Th? absolute value of asymptotic t-stajistfcs appear parentheses. 




/ * * .i:able 3.13 

dmvativbs evauiated at tot meah? survet.week activity, males,' agejs 18, 20^, 24 



AGE 18 



AJSZ^ 20 



,AGE 24 



Prob(EMP) ' Prob(UHEMP) Prob(OLP) Prob(0^) ^ Prob(UNQfl?) Prob(OLFj 



Prob (EMP) Prob (UHaiP) t^tob (OLF) 



RACE 
• IQ 
' IQC . 

HDUC 
' CJT 
^MED 
*HEDC - 
DUHCAK 
DtmCANC, 
SIBLINGS 
1966 

1969 
1970 



•^.072 








* ^ , - '-'^ 










-.p47 


. » 014 


. / 

f 


* .033 . ' 


■ -.011^ 


- .004 


. .003* 


'-.002 


0. 


T • 


.002 


"-.001 


0. . 


^ .0J.9 


-.030 

* 


-.003 




4 03*3 


-.012 " * 


.001 


.026 


- -.053 


.001 ^ 




.052 


• -.003 ; 


0. 


-.157 


. .163 


K060 : 




-.103 , 


^ .023 


-.007 


.011 


-.002 


" " \O03 ■ 




"^.oor: — ^ 


- -.(Tor™*" 




r,049 


-4O59 


* .opi ■ 




r.060. ' 


.011 ' V 


«002 


' .001 . 


-.001 






.001 ' \ 






.026 


-.042 


• 

.01$ ' 




.027 * 1 \ 




-.002 


-. 002 


' -.002 


.001 




.001 
■ • 


.doi - 


0. 


.034 


' y017 


*J002 




*,019 * 


. -.006. 


^-.001 


. Of6 ' ^ 


.008 


-.001 




-.008 


^ .Op8 


-.001 


>.024 


-.003 


.008* 




-.005 


^-.006 


s .002 



.-.068 



r029' 



i007 



v0l8 



-.02^ 



-.004, 



V005' 



.007 
.001 ■ 
• .012 

..003 ; 

-.016 

-.013 
0. . 

« 

^002 " 
« 

-.001 

.007 
-.006^ 

.005 

-.061 



ERIC 



' 4 



Table 3.14 



^ Oetcralnants of Surv^ Weefc,Ac^ivity:'^ Fceales Ag^es 18, 20,' 24^ 



In 



Age 18 



i£TObJg£)T " ' , / Prob {IKEMP) ! 



Age 20 " 



-.421 

(3.13) * 

U;74) 

^ -,169' 

0-32).. 



.330 # 

(e.i9> 

(10.80) 



-.003 
(J2) . 

-.008 

-.008 
(3.10) 

-.015^ 
(.C8)- 

.046 
(2.05) 

.361 
,(2.42) 

. .426 
(2.88} - 



. , .301 
{1.69J 


17,33 (zy 




J56 
(1.10) 


•-.004* 
(.70)* 


\ '3.04 (2) 




-.003 
^ (.70) 


-.267 
(1*51) 


3.14 (i) 




..*337 

(2.35) 


J23 
(1.87) • 


38.50 (2) 




J08 
. (2.63) 


-1 .60 
(3*44) 


147.26 (2) 


• 


- 1.59 
* (14.T0) ; 


-.025 
(.82) 


*68-(2) 




.037 ' 
0.59) 


-.207 


-.80 (2) 




' ..'685* , 

. L48i_ 


-.004 ."^ 
(1.12) 


9'.68 (2) 




' -.004 
0.41) 


.134 
i*S9) 


^ .42 (2) 




.063* 
t.34). 


. .023 
(.80) 


4.26 (2J 




^.0004 
(.02) * 


-.213 
• (.99) 

^070 . 
(.33) 


16.26 (2) 
&.89 (2) 




.831 
(5.12) 

.763 ^ 
, (4.88) , 


,.294/ 
(1.44) 


S 8,69 (2) 




: *58a 

(3.7&) 



.181 . 
(.88) 

-.016 
(2.23) 

-.062 
(.29) 

(.40) 

-1.25 
(3,32) 



0. 



.194 

-(.79)- 



-.001 
(.23) 

-.p73 
(.26) 

.010 
1.31) 

-.058 ' 
■ (.24) < 

4 

-.269 
,0.08) 

.247 

{\.08). , 



1.54 (2; 

4.98(2) 

5.66 (2j 

8.20 (2) 

^ 232.82 .U) 

3.51 (2) 

1-19 (?) 

2 .03 (2) 

.26 (2) 

. .tt^(2) 

28.<te (2) 

29.44 (2) 
" . * * 

i4.be {z) 



-3.405 
•(4.63) 



iUtio Index 

•ERIC 



1.617 
00.82) 



21.92 (2)' 



. 2055 

3^9.28 (26) 



(3,3^h , ' 



'.059 . 
(.07) 



* 4 « * 



*12.06 (2) 



1946 

551:79 (26; 

,.T52 



TABLE. 3:14, Continued 



Age 24 



Variable 



■ ; prob (EHP) ? . /Prob (UNEHP.)I 



(d.f 0- 



RACE , 

« 

- IQ 

" MEOC 
. DUNCAN . 
OUHCANC 
SIBLINGS 
1969 
1^70 
: 1971. ■ 



■"SJ .526 
(3.06) 

• ' .001 

(.20) 

.169' 
(1.Q3) 

.211 
(6.10) 

1.080 
(12.5q)' 

.034. 

• ( 1.29) 




- -.012 

(.06), 

^ . \ooi 

' (.22)" ^ 

- -.035 
(.16) 

0 .046. 
XI. 64) 

.468 
(2.44) 

.523 
(2.79) . 

^« O.480 
(2.69) 



' .817 
(2.68) 

-.008 
(.76) 
* 

.3€6 

.1T.06) 

A\\ 
(1..^) 



-.493 

,",(1.66.) 

...007 ■ 
■ (.140) 

-.681 ^ 
. (1,63) ^ 

0.0 
(.03) 

-.475 
(.95) 

.037 . 
(-.73) 

-.310 " 
(.88) 

• -.'491 
.(1.35) 

f 

-.201 
(.62). 



13.30 (2) 
.72 (2) 

■ 37. 35 ."(2) , 
. 172.54 (2) ' 

l:69\(2) -, . 

2,73 (2)* . ^ 

.06 (2) . ; 

■• * / 

*.91 (2). 
2.82 (2)' * 
8.04 (2) 
,11.74 (2)- 
8.86 (2) 



Constsnt 
H 

'Ratio Index 



-4.238 
(6.62)- 



-2.574. 



(2.13) - ' C 



. 44.25 (2) 

527.01 (26) 
. 1487 
.208 



, a,' The absolute value of Asymptotic trstatistlcs appear In p;irentheses. 



TABLE 3.16 ^ 
Riegresslon Estliates of Educational Attafranefit^ 



Independent 
Yadables 



IQC 
KBD ^ 
HEDC, ^ 
OUHCAH 
pUNCAKC 
SIBLINGS 
£NR0y.EO , 



Hales Femies 



Age 24^"^ 
mes E 



16 

Conb^lned 



Parsons*^ ' Lazcar^ Grill dies* WTtT 



Kales 



Kohen and ItodeHck^ 
"ITaclc 



Kales 



.149 
(1.03) 



' .C38 

(15.80) 

.257 
(11.96) 

s *.936 
{e.52} 

* .018 
(6.51) 

-.261 
(1.25) 

-.105 
(4.64) 

1.558 

(9.2^> 



.746 
15.82) 



.037 

(8187). 

-1.959 
(16.83) 

.202 
(10.60) 

-.790 
(5,40) 

.014 
(5.79) 

-.128 . 
(•73) 

-.114 
(5-38) 

1.294 
(6.48) 



. .454 

-.067 
(.91). 

.036 
' {XhSS) 

-2.D11 

(23.25)^ 

.228 
(15.81) 

-.871 
(8.47) 

.016 
(8.67) 

-.186 
(1.37) 



1.537 
(12.11) 



.180 
<1.85) 



.005 
(1.78j 



-.212 
(7.83) 



-.721 
(3.84) 



.056 
(13.33). 



.150 
(6.76) 



-.1649 
(5.32) 



.43 

(2.3) 



\.049 
(1$.2> 



9 .116* 
(7.0) 

fi.a. 



.ro7 

(3.3) 



.051 
(«,02) 



.33 



-.07 , 
(2.39)' 



«031 
(4.17) 



.18 ' 
(2.%)o 



-.08 
(l.W) 

9 



"Wiite 
Fenles 



.038 
(7.83). 



Black 
Fenales 



.021 
(2.S4) 



.32 ^..15 
(10.08) A (2.06) 



-.02 
( .81) 



-.06 

C1V55) 



COHSTANT 

SEE 
N 



&.076 
..505 I 
2.062 
' 1504 



,6.712 . 

.435 " 
1.850 
1480 



6.537 

:m 

'1.968 
2984 



8.432 
'.27 

.n.a. 
106t 



6.505 
,311 
1.63 * 

. 853 



n.a. 

..365 
1.6 

. 1362 



4.20 

n.a. ^ 
707 



7 



97 
.21 

n.v 
161 



5:>6 
.31 
n.a. 
645 



9.50 
.17 
n.a. 
162 



«v t statistics In parentheses. * ' ' i/ " ' 

Ibe sawple Is respondents ^^ge 24 it any survey yeav, including those enrolled in school. ' * , ^ 

Parsons 11974), Tabic .3, line 4. ^The s«iip1e is nonenroliedjwle you thin 1966. Other variable included In regression; father's education^ 

d. Lazear (1976), Table 1. colmm (cj. The santple is nonenrolled nale* youth In 1969. .Othe; variab^s includc^d in regression, fanily incoiw* 
urban residence at age 14, resjMjndent livlng.with parents at age 14. V " ^ 

e. Srlliches (1976)t Table 4 » line 3. The sample is nonenrolled male youthjn 1969. Other wriables Included In regression; culture Index, 
fatlier's occupation when respondent was 14, r^ional location at age 14» age» iTtd^nonresponse control for father's occupatlo?^. 

Kohen and Roderick iWHw Table. A2. The saanle is respondents age 18 to 25 inJ968 (»mj or 11969 (fmles) who are 0^)1 oyed' full tlae 
fs wage and salary workers. Other variable included In regression: Index of, ftigh scfiool quality. 
g» Uzear*s/ariab1e Is actual ly nunbe^ of/Mlly Mnbei^. - 
.a. «ot avaffibje. " . s ^ . 



.fa 




'4 > * 
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APPENDIX "1 1 1. 1 
Logit Analysis 



, Two components of the ^model— status (equation 2.1) and, turnover (equation 

.2.3)— analyze the factors associated with a,n individual's choice of labor market 

* ' ' ' ' ' ^ • / 

activities from among several alternatives. The genial choice- problem can 

easily expressed In standard -utility maximization terms. The utility Of the 



alternative to the i^^' individual 1s^ * ^ ^ . \ ' 

U^j =^U^{Z^.Xj.e.e,..). . ,. ; * • {A3.1) 



Where, ^ . 

r • 

, Z^=5 vector of characteristics of individual 1, 

Xj= vfector of characteristics of alternative j, 

' 6 = vector of parameters,*. 
♦ * 

C4i= vector of^nandom elements. 



The choice of ^alternative' k from' arrjdng the set of possibilitfes- tmplies that^^' . 

^1k ^"Jij all j. ' ^ \ r / , (A3.2)^ . 

Since we nev^r have" Information on alX the relevant characteristics of either 
^1ndi\j^1duals or alternati\/es, we cannot perfectly predict the choice^made by each 

individual. Instead, we determine '|:he probability that an individual with a given 

* 

set of characteristics will select a particular alternative. Then the problem 
is to estimate the vector of parameters, &, that is consistent with the assumption 
tb?it, the chosen alternative most frequently maximizes the average persbn's utility. 

Since the dependent variables are qualitative, indicating whether an activity ^ 
is chosen, and aTe therefore ;discontinuous, the usual ^least squares assumption of 
a homoscedastic error term is violated. That is, the error term varies systemati- 
cally with th6 explanatory variables>, resulting in. Inefficient estliijatipn of 



regression coefficients. Moreover, estimated probabilities based on least squares 

regression may well fall outside the zero, one range. The so'lution to this pro-, 

blem Of limited .dependent variables is to employ maximum likejihood estimation, , 

• . f •• « ' 
where the, likelihood function incorporates t^re^i mi t/ restriction. In a choice 

/ problem involving two alternatives the most conmon procedures are probit (tjas^d 

on the rtormal probability distribution) and logit (bas^d. on the logistic dislri-— 

but'ion). ■ Choice problems involving more than two alternatives, as in oCir status 

and turnover models, can only be' estimated. practically tei-rig multinomial logit 

procedures (see Nelson, A976) . A more detailed description of the multinomial 

logit model than will be- presented here can be found in i^^rlove and Press (1973). 

For the sake of convenience, considefVa choice! problem involving four 
•mutually exclusive and exhaustive possibilities. Suppressing the error term, 
the probability that the i^*^ inctividual selects the'j^^ alternative is given by: 

' P ' e r ' - ; ('A3.3) ^ 

' • m=; _ . . " ' _ / 

-Where, ^ " * * * ' ' * " 

. ' Xf= vector of inde^jendent variables associated wt|h the 1^^ IndVvidual's 

choice, • " . ♦ ^ • * ' 

Since one of the fo\jr .alternatives must ^elected, only three of the fbur^sets 

of "coefficients 0n, are uniqueV- defined.- We^normalize ^y setting -the fburt* set; 
oV coefficients jegual to zerb (B4 =^'0\, V 

^ - . * - ^N«^ . r _ t, 

' , • * ^ * . • V- ^ . ^ i . - ^ - ^ 41 * ^ * • 

. * Using- this norma lizatioflm^ividuaVco^^^^ .can.easiily be interpret^. 

f \ ^ " * ' <, * ^' * ' < ' *^ 

^ote.thats dropping ^the i subscripts, 



'1 



, . ■ ■ J . e . 

Thiis Q'lu 1s the percentage change in the odds of selecting alternative j relative to 

. selecting alternative 4, for a one unit change in X|^.. The rnarginal 
effect of Xi,.pn P^,^ the probability of selecting alternative j, is given by 

Expr^esslon (A3. 5) holds as w^ll for alternative 4, when 641^.= 0. Since the probar 
bilities given by (A3. 3) must by definition sum ^0 Qne, the partial derivatives. . 
given by '(A3. 5) must, sum to zero over the four alternatives. 

In ititerpreting the logit estimates it is, important to remember the interdepeV 
dence among dioices. Our formulation enters all independeTTt VarTables into tfie 
probability expression for every choice. This allows §ach independen]: variable 
to directly affect the relative odds of se,lecting any of the four choices/ However^ 
even if a particular coefficient ,is estimated to be zero, the probability of that 
outcome is stilj affected indirectly by the independent variables 's impact on 
the other probabilities. 

Maximum likelihood. estimates of the logit model are derived using tTie. Newton- 
Raphson 'iterative proce;iure, as implemented by Bard (19"67). ^Both -parameters 
and derivatives evaluated at the mean are reported for each 'est'imation. Severer 
ilteasures 0I* statisti.ca} signifi*cance are available. Each parameter has an asymptoti 

,t ratio associated .with it. Asymptotic statistics test the null hypothesis 
that all parameters estimated for a given, independent variable are zero; an addi- • 

y:jonal statistic tests the null hypothesis that all parameters. In the estimation 
(except the constants) are zero. We also p^ort the natural logarithm of the 
likelihood function when the problefn has converged<t and the likelihood ratio " • 

< 

■'ln(iex, an analog to the multiple ctfrrelati on, coefficient, developed by Domencich 
and McFadden (1975)'.. ' * .. . ' ' ' ' 96 • " ' .. 
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CHAPTER IV - '. , I 



i 

I 



\ • Wage Detemi/iation: Th^ Impact of Personal Characteristics,'. 

Aggregate Economic.^onditions. and Market Structure / 

In this chapter v/e examine the determinants of interpersonal Variation in 

» 

wage rates by estimating cross-sectional wage regressior^s for alternative age groups 
In the context of our' overall model, wage determination is the pivotal component 
--wage rate is a key indicator of labor market success, hud deficiencies in the 
wage determination proems are hypothesized ^o be an important determinant of _ 
dynamic behavior. • , 

The cross-sectional wage (or earnings) regression is an exceptionally 
versatile and useful construct. It has been pres;sed into service to analyze • 

- such issues as the economic retu^-ns to Human capital acquisition ,(Hanoch, 1967; 
Mincer, J974; and Griliches. 1976). nature and magnitude of^x. and/or 
race'discriminatioji (Oaxa_ca/l973; Blinder' 1973; Welch. 1973; and Kohen, and"'- 

•^Roderick. 1975). the effect on t wages of structural factors such as industrial ^ 

f . ^ 

concentration and ufiionization (Weiss'. 1966; and Wachtel and Betsey. 1973). and 
. . the implicit prices workers pay for trairifng opportunities and/or working condi- 
., '-i tions (Antos and Rosen, 1975;.Thaler and Rosen, 1976; and Brown, 1977). It has , 
^ . also been used to^ generate predictions of expected or market wages fcTr use in 
other types of analysis (Kalackek' and WineB. ^m; Kail, 1973; and Mellow. 1977). 
Our use'of the cross-seVtional,w<ige- regression is comprehensive. In this chapter 
we take a- detailed look ^t es'timatpd .parameters, comparing ou>^-findings to %ose ~ 
of other..researchers. We then use. these est iraa^s to construct; firedictjons . 
^ 'for a worker's market and curJon^ w/ge; these predictions become inputs into sub- ' 

' ^ sequent parts of our analysis, . ' . ' ' ' • • ' • 

O _ . './' ■; ; , ^ " ' • '■ 
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4.T The Wage Determination Process^ , '] ' 

\ \ ■' . • . . 

A central statement of the competitive theory of labor markets Is that, given 

the overall level of real viages, an tndividual worker's wage is determined by his 
productive capabilities— that is, by 'his innate abilities and Investments In 
human capital. We designate the wage.th^^t a worker could be expected to receive, 
^iven his capabilities,- the "potential wage," and any premium or discount from^ 
the potential wage the. "market 'differential •" ' We estimate a model of the wage 
determination process that sectors^ current wage into potential, artd market differ- 
ential components. Our specification of ^the tnodel is taken from Kalachek and 
Raines (lr976), and'is similar to the many ^cross-sectional wage regressions esti- 
mated iJy others.^ • - . 

The potential wage Is the rental price of those characteristics embedded ip. 

the Workep. Following the human capital literature, those characteristics are 

-Identified as ability, education,_curre'nt job experience, training,- age, 'health 

Status;, plus race and sex. The market differential is the systematically explain- 

able deviations from the potential wage. Market differential variables are ^' 

geographic location, occupation and industrjr. These variables attempt to capture 

premiums and discounts from ^e human capital or potential wage resulting from 

diseq.uil1brium In the worker's labor market and from his luck or ability in secur- 
ing employment in an enclave. Supressing the age variable, ''the human 

capital and structural variables are grouped together in the following 

model of wage dete^inatien: 



«' 

wherej 



W = Xi6 + X:2y + e ' / (4j) 



W = natural logarithm of current wage, . ^ . •• / 

• • • ' . • 

Xi«' matrix of tfuman capital variables, ^ 

X2=^matrix oV market xii^ferential variables, " / 

■ e = vector of error termsv assumed indepen<!ent of X, and X,. 

V • ... . '. . . . 

Estimation o^f equation (4.1) provides, the basis for identifying a worker's poten- 

tial wage and market differentia.1 . The straightforward appnoach would be to 

> , ' ■ ' ■ ■ ■ '. / 

> obtain OLS estimates of equation (4.1) and use eXj to establish-the potential wage 

, and *. 7X2^ to estaljlish^redicted current wage. * However, direct estimation " 
Qf t'he equation will rfot yield consistent estimates bf the true coefficients of the 
. human capital 'variables because of the correlation between, human capital and market 
^differential variables. Since more human capital not only results in higher pro- 
, ductivity in any specific job, but, also' routes workers into higher paying.jobs, 
direct estimation of (4.1) will necessarily -produce downward biased human capital 

coefficients >• To'illustrate the problem more fully> assume that^some portion, 

/.-•'• ' * • 

XiB, of the- Variation in the observed measures of the market differential. X?. is 
; " • . , '> ^ 

attributable to the operation of human capital variables but that there ts a com- 

/-'*■'' •• * > 

^ptnent, X2, uniquely attributable to, market differentials themselves (a .component 

' by definition indepisndent of ,X]), th^n \. ' 

. X2 = XjB .+ X^. A ^ (4.2). 

Substituting (4.2) intd-(4,l) yields, ' , » , 

» W = Xi3* + X^^, + e, ■ \ ' - ^ • '(4,3). 



/ 



where 



= J + By, . . ,'99^ ► . • . (4.4) 



-^As (4.4) Indicates; the total effect af humah.capltaPconsl.sts.of a direct, e, and 

r an indirect,,.BY^ effe<:t. Because Xa -is -not obsembT€rnei^rMor^T4.3) can not be 

. estiffattfd diirecj:iy. However, unbiased estimates of the paretmeters can be obtained 
'/ , * ♦ ■ . » ... • 

by a two stage' profess. In the first stage, W is regressed on Xj*to obtain con- 

■ sistent. and .efficient estimates of 0* (by virtue of the independence- o<f Xj and X2).. 

In the second sta§e, W Is regressed on X^ and X2.tO obtain consistent and efficient 

est'ljmates of fi and y. _ - . » * ' • 

, .' The (log of the) worker's potential wage is then X B^»^he predicted 
value from the human capital (Stage I) regression. The predicted value from ' - 
the current wage (Stage II) regression is X'3 + Xj. The worker's systematic 
market di I'f er'enti.al is defined as: ^ , ' 

MD=: (Xie + Xjy).- x^i* - ' *{4-5). 

Because both regressions are log-linear, MD summarizes the deviation of predicted 
. current from p'otential wage in relative or percentage terms. 

A more general specification of the market differential Is W - XiB*. 
the residual from the Stage I wage regression (RESIO). Assuming that on average . 
market differentials are zero, points on the Stage I regression line can be idehtl- 
fled with the potential wage. That is, for a particular worker's endowment of . 
characteristics, the regression gives the estimates of current market prices for 
elements in the human capital vector. We can thus take the residual as an estimate 

^ t 

of the worker's market differential, because it measures the (percentage) devlatfon 
between his actual wage .and^the wage we would predict for him, given his endowment 
of productive characteristics, from market ^relationships. • 

♦ 

Whtle RESID is a iwre comprehensive measure of the worker's market differ- 
ential, "it is nevertheless a nielange of cbmponelits. Ih addition to the systematic 
; • l- too ■ ■ - . 



market dlff^ential , RESID includes the effects of market errors in the wage deter- 
mination pTOcess atthfe worker level, measurement error inlthe wage variable, worker- 
specific differences in search efficiency, .compensating variations for training 
opportunities^ and working conditions, and, to the extent thaVthe human capital' 
^ vector is underspecified, a potential wage component. ^ 

Of course, even with MD we isolate, some, effects which are really equilibrating 
phenomena. A few examples come quickly to mind. Regional w5ge differentials may 
reflect cost of liying differences that, at least foA-w^rkers, may be equalizing 
differences. The iit^ustry effects may capture untneasured human capital variat^ion, 
given the crudeness of the years of schooling and experience measures/ The same 
might be true of C^e occupation effects. Again these Jire equalizing differences, ' 
not disequil ibrium' phenomena. The industry and occupation effects might also be 
crude proxi-es for working conditions such as pollution and a whole .related set of 
job-consumption attributies. The regional effects might reflect degree of urbanization 
and journey to WQtk. In sum, we probably claim too much by arguing that MD reflects 
pdrely disequilibrium effects: it contains both disequilibrium -and equilibrium 
effects. As a result, our measure of the market differential overestimates actual 

noncompensating wage differential^. The implications of/this overestimate for our 

* » 

ana^lysis are examinedMn subsequent chapters. 
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. 4-2 Empirical Findings ^■ * ^ 

At each age, the wage determination model is estimated for the sample of all 

wage and salary workers feporting a wage of twenty-five Cents an hour or jnore. 

/ . ■ 

All of the variables used in the basic specification of the' model , along with their 

* » » 

mean values ,at ages 18 and 24, are presented in Table 4J, The .potential 

• • *• 

, (Stage I) and current (Stage II) wage regressions f*6sults-for the age 18, 20 and 
24 year old samples are reported in Tables 4.2 through 4.4 respectively* Regres-^ 
^ion results are reported for the combined NLS sample ajid for separate sex and 
race subsamples. The outcomes of several experiments"^ith variable^ model, and , 
sample specification are reported when appropriate. .Since ibe dependent variable 
in the wage model is the natural logarithm of current wage, the^estimated coeffi- 
cients afe interpreted as the percentage im|)act of changes in the independent 
variab\es on wages • 

Many of our findings closely parallel thos^ of other researchers.! in such 
instances we do not discuss our results in great detail* In particular, since 
countless other studies examine the topics in considerable detail, we do not. V 

extensively analyze the economic returns to schooling or calculate detailed a 

/ ^ - • \ vl 

measures of "net" sex and race discrimination. It is not tbe case that»these are. y 

uninteresting or, unimportant topics. Rather, it Is, simply ^that •several excel- ^ 

ent studies on \ese topics already, exist which use NLS youth data. Regarding 
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•the economic returns to education, for instance, the recent work of Griliches- 
- (1976,-, 1977) provides a comprehensive discussion of many ofJthe-exroTfemetr^ 
, problems and presents' various estimates. Likewise^ studies -by Flanagan (19^4|^. 
ohen and Roderick (1975), and McKay (1975) represent a much more detailed and ^ 
sy^matic evaluation of the magnitude and source of race and/or sex dlscrimina- 
tjfon i^the-wage determination process than we will attempt. A multitude of 
related studies, using other data sojjrces, also exist. . 



Classified by major area, our principle findings can be sumnarized 
as follows: . 

4,2a The Impact of Personal 'Characteristics ^ . ^ ^ 

1. The potfential (Stage^I) wage regressions reveal that human capital dif- 
ferences are an important explanation for interpersonal variation In wage rates. . 
Moreover, the results indicate that as the aging process continues and the human 
Wital vector acquires mort NAariability, its ability to "explain" wage differences 
increases proportionally. ^At age 18. for example, the r' for the potential wage 
regression-is only .17, b^ut by age 24 it increases to *32. ' .. 



- 2. Consistent with the findings of everyone else, we f.ind that education 

has a large, significant and positive impact on wages. The- impact increases 

\ ■ ^ 

slightly with age and is greater for, females and nonwhites. 

3. Since the wage regressions we estimate are stratified by age and control 
1;or years of education (EDUC) , including a measure of potential experience (PEX) 
would result in a ^i near depend^cy: 

' PEX s 'AGE - EDUC - 6, . ' . ^^•^} 



where AGE is a constant in each regression* PEX contains several eTements: 
• PEX s CJT + OE + U + OLF. 



where COT is current job e^cperience; OE is other experience; U is unemployed 
timet and OLF is out-of-the-labor force tii^.^' ' ^ ^ j 

At early ages, of course, CJT approximately equals PEX, but as worker?' ^gfei; 
tJT and PEX diverge. For males the gap consists for 'the most. part of other 
(non-current) job experience: PEX - CJT approximates OE, Far females,- a larber* 
portion (which grows with age) of the divergence can be attributed to nonschbolt out 



of-the-labor force time: PEX - CJT approximates OLF more and more as females agje* 
With the sample s.tratified^by age and controlling for education, the coefficient^ 
of CJT indicates t\\e value^of recent job experience relative to other nonschooli^ 
activities* One would expect, therefore,^ that the coefficient for CJT woiiljd be 
largest for older females in our sample. This is exactly what we find, . /.tj | 
age 24, for example, thff CJT coefficient is ^^higI^^y significant ,048 in. t^d 
female regression compared to an insignificant .004 in the males regressiohj 
(Note^,.th^in Table 4;1 the. medri value of CJT* is approximately equal for maie^ and 
females at agfe 24), * ' - _ ' 

4. Ability (as measured by the IQ variable),^ "self-confidence" (as 
measured by' ATT the score on the Rotter. test of Internal -External control ) 
health status (HFP)^ typically have the anticipated impact on wages. However:* 
coefficients are frequently insignificant and .the change in wages implied bj; 
large variations in-the independent variables is rather modest. 
• ; 5. leaking a vocational program in -higti school (VOC) or a" formal train- 
program (TRAIN) has a (positive impact on wagest The efi^ect of a training phggrartv 
Is greatest ^Iror blaek females, -where It Intfreases^wages by 10 percent at ^g^jl8 



and' 



tig 



and 17 percent at age. 20. At age 18, a* training program has no significant • 
impact* on the wages of. the other sex-race groups; by age 24 it has a significant^ 
impact for all except black males. Taking a vocational" program in high school 
initially benefits white females the most, increasing wages by 8 percent at age 18. 
At age 24, the vocational training program variable has a significant coefficient 
in only the white males r^egression, where a 9 percent increase in wages is indi- 
cated/ . y , 

experimented with specification of the" training variable without grea-t 
success. 'Replacing TRAIN, with DTRAIN, duration of training in months' (adjusted 
for intensity), the estimated coefficient is positive, but less significant 
than tfia^of TRAIN. (At age 24, for instance, DTRAIN has a coefficient of .007 
with a t-value of 3.26 for the full sample.) 

6, Married workers receive a wage premium that declines sharply with age. 

r 

Disaggregating by sex reveals that married males receive a large pren)ium that 
declines only modestly with age while females begin with a small premium that 
tur^^iJnto a discount and becomes successively more negative after age 19. 

7, - The potential wage-nsegressions include a control variable indicating 
that a respondent-is currently enrolled in {^school. Its coefficient is negative 
anjd'highly significant, indicating a wage discount of roughly 17 percent at age 18 
and 10 percent at age 24. If we do not include the enrolled variable, the 
coefficien4;s of the training variable increase and those of the IQ variable 
■decrease, dramatically; they are turned into proxies for enrollment status. If 
equations are estimated separately for the nonenrolled/ the results are not 
seriously altered. 
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Jhe Impact of school enrollment on the wage rates of male youth has also b^en 
examined by Parsons (1974) and Lazear (1977), Both studies use NLS data and 
Obtain results that are comparable io ours. Lazear rttribute5*..thp lower earn- 
ings of enrolled youth to equalizing differences-- "students optimally choose . 
more fleJcible and easier jobs at the cost- of lower waget" (p. 175),. 

* • • 

4.2b The Tmpact ef Aggregate Economic Conditions 

. Figures 4.1a through 4. Id chart the estimated coefficients. of the market 
opportunity variables. Recall that the 1968^variable is omitted in estirtatlon;^^ 
consequently, the estimated coefficients of the "other, variables indicate how real 
wages vary by year, relative to T96^,^andardizing for the age and skill level 
of the respondent.^^ . A secular upward trerW4n labor productivity would argue for 
rising rfeal wages over time— that is, negative coefficients on, th6 year variables ^ 
before 1968 and positive coefficients after 1968. . " 

The findings are quite interesting. For males, real wages— standardized by 
age and skill, levelr-increased dramatically during the boom period of the late 
1960's. When aggregate labcfr market ocmditions deteriorated in4970, however, 
real wages stagnated for older workers (aged 22-26>). and actually declined for ^ . 
younger won^e<s. . \ 



Several researchers, including Fre.eman (1973), and Smith and Welch (1976), 
have documented and commented on the dramatic improvement in the economic posi- 
flon of hlacks during the last h^lf of 'the 1960's. As Figure 4.1b Indicates, we ■ 
also find that during this period real wages of black male's increased dramati- ^ 
-cally.' Mo reover,« because y^e control for variation in human capital, this increase 
is net of any improvements in the acquisition of human capital of blacks- ♦ . 



relative to whites that occurred during the period. FinaUy, while Freeman (1973) 
and others find that bljack incomes are much more cyclical! v^ensitive than whites, . 
^.our results indicate. that this sensitivity does not come f rom^ a widening of wage 
differentials during the economic downtur'ns aipong those^who ar« employed, at least 
for the time pei^lod and, age group we examine. • ^ ' , 

For females, we find that real wages increased sharply jn 1969, and sjtagnated 
in 1970 and 1971. The increase ih 1969 is pant^cularly noticeable for blatk. 
; females*. The real wage of an 18-y6ar-old black female increased by 

18-percen-t between 1968 and 1969^ the .increase at age 24 was 24 percent during the. 
same one-Kyear period. ■ ' , • . 

^ . ' ■ ' ' ' ' '■• " • 

4.2c The Impact of Market Structure ' 

-» . . 4 - .• . . 

I. Controlling for measurable human capital, race, sex, enrollment status, 
and the state of aggregate economic conditions, the structural variables have a ' - 
'massive impact' on wages. When they are added to "the set of .inde|)enden1> variables 
the R is increased by about .20 at each/age. By age 24, the current (Stage II) 
wage regression accounts for fully one-half of fhe' fnterpersonal variation in wage 
r?ites. 

.... ^ . ., .;. • ■• • 

_ ■ 2, The magnitudes of specific occupational, industrial and locational premiums 
^ or discounts are substantial . For workers, the data identify as otherwise identi- 
■ cal, wages yary by up* to 20 percent depending on location^4-^iff§rences and up to 
i 50 percent for occupa,tional and locational differences. Workers living in SMSAs \ 
receive wage premiums of roughly 10 percent, with no systematic, difference for 

r y m 

'being in a central-city as apposed to elsewhere within a SMSA. Major discounts are 
associated with working in the !outh, particularly for black males. Professional 
and managerial workers receive the largest premium; service workers, th^ largest ' 
discount. Transportation and communications is the industry group, with the 
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.'largest premium; agricultlSre, the l,arge'st discount.' ,1 > ^ / ' * j 

3. ' The estimated impact of the hmt^an capital variables on wages. declines , 
by' 20..t5 40 percent for males and 4o to 60 percent ^for females when we Include . 
. Structural- variables in the regres,sion. This d^tline suggests 'that ^^jucatlon and 
trarining pUy important indirect roles! in routing worker's W/jfK 
pati9^^anci industries. ' We, also find that; controlling fo^SRpation a;icl indus-^ 
try, the magnitude of estimated sex and race discount dejmne^ sK^^^ 
( ther words, black-s j-.d females a>e defied equal acces?^ to, h^her paying jobs:^^ 

4.3 F^jnther Evidence ■ - ♦ * . . • 

' : • ' N ^ . • ' - ^ 

4.3a Onion Membership and Wage Rates : 

• \^ ' ■ \ / . * 
The NLS did not- obtain information on^^o^ mentershiji urrtil 1969 (1970-^ 

for femaliBs). Consequently, we are unB[Wfi. to include "any union membership variables 

in the a^e^ stratified r-egressions. Whsit we can doi however, is estimate th6 wage ' 

'model, for wage and salary workers employed in 1970, addirig^Vears of age (AGE) to ^ 

*■ " * • ♦ 
the.human capital* vector and union membersrhip ((^litinguished by three dichotomous 

variables indicating membership in an industrial (INDU), craft (CRf:U)/ or^goveml^ ' 

matt white-collar, or] miscellaneous {€VU) union) to tire vector of market d.if- 

/eren'tia] "variables. ^ . . , 



.Regression results With 'the sample stratified by, sex are reported in Table 4.5. 
The estimated union premium is substantial ,. particularly if the worker is a md^er 

" ' ' / - • • . ' V-^"* • ' •■ , ■ ■ 

of a craft uniomwhere the premium ilr about 30 percent. . We do not find a signifi- • 

' , , ... 

cant difference in t^e magnitude of the. premium^'by sex, although thq proportion* of ' 
'fernales' who are union^iT)t)ers ♦is much smaller. * . * • 

4^ 3b Y^ge Determination for Youth s andv Adu l ts^ A CofnparisQp 

^ ' We'can compare the results from the combined, ages sample with ^results from* 
,the«age st^ratified samolen. "As expected, in the corrtbined ages' regressions, the 
ags "variable has a si?ea6le p03itive,c<y^^ien.t. Controlling for schooling. 



age functions as a'projo' for^otential experience. Fott-males, a year of potential 
■ , experVerici ii^S a sl^^j^^^malli^r. impact than a year of eda'cjitlon. For'feinale|'. 
■ . e^trcat'loa ts '^^"^^^j^Hy^^ iniportaiit to Wage| than 'potential experience, con- 
f1rnftng*1r> a dl^rentt context our earlier finding that potential serlpusly over- 
. ' states i»/tual e^pen'fefe- fol» females. 'The other coefficients" in both stages 'of - 
•4 the regressions are exceptionatlly robust under the earlier,speci-fication. 

• Kalachek and Raines (1976). use the mature-males data for 1969 to estimate 

« ■ ♦ 

essentially the same wage, determination model.' Our results- with the youth data 
are remarkably similar to- theirs/thi, major difference being that v^e do' not find 
a lower return to" schooling for blacks. (They included a race-e'ducation inter- 
ij^ten variable, and its estimated coefficient was -.019 with a t-value of 4.35. 
^ If we include, such a variable (not shown) its coefficifent is .004 with a t-value 
/ of<.6). A minor difference in- results, fs that our estimates 6f occupational 
antf industrial* premiums are -somewhat smaller, while, union membership premiums 
. are yightly higher. " • ' * . ' - 

4-3c Race. Sex, and Wane Growth • , ' ' ^ 

In F1guV« 4a2, we have stratified the sample of wage and salary workers 
employed in 1970 by age, race and srex, calculated the mean houHy wage for each, 
gfoup, and charted the results. 

In, contrast to our^arlier discussion, which examined how wages at. a given ^ 
age vary over time, here we look at how wages at a given time vary with age. The' 
■ figure indfca'tes very clearly a source of major concern: only white marles make* 
major /progress during the age 18-28 period. In fact, the average hourly 

•- ■' ■ ■ ■ r ^ 

increases by only about fifty cents between ages 18 and 28 for the other three 
groups. Results from the wage regressions indicate several, possible factors- con 
•^''trlbutlng't.o the extremely flat,1ige-wage growth curves for bTacks and "females. 




First, blaeks have, less schoaling than, whites. The effect of this is two^ 
fold. More whites than blacks are enrolled while working (see Table 4.1); Sjince 
we find that being enrollecl in scfiool is associated with a lower wage during the 
years. of heavy enrpllment (ages 18-22) wages arejHished down more than. propor- 
tionally for' whites- However, by their middle twenties, whites emerge. wi'th signifi 
cantly more education (the average white male, fpr instance4^»h.af^ a->l .9 year^advan-^ 
tage over, the ^average black maje at age 24), Given our finding that a year of 
education' increases wages by more than a year of general experience, the sTope of 
the wage curve is increased at older ages- . . * \ ^ \ \ - 

Second, thereJis. a growing divergence between actual, and potential experience 
for females (as implicitly documented by the increasing significance with age of 
the current- job-tenure variable in the female-age stratified, regressions and the , 
poor performance (relative to males) of the age variable in the females-all ages" 
regres^sion).- ThlrS suggests that less "investment" in market work by women may be 
un important factor contributing to the widening of the male-femaJe wage gap with 

age- « . . . . . ' ^ ' 

• * . '\ ^ 

Finally, the regression results tndicate that specific occupations and 
industries pay various discounts or prefi^'ums, and th^t*blacks and females are 
systematically denied equal access to those .with large premiums. Very few blacks 
or females become managers and almost no females become craftsmen or work in 
•construction, all activities that pay substantial premi.ums.' The occupational- 
i-ndustrial distribution at ages 18 and 24^ reported in Tab*le 4.1, revedis h 
dramatic Improvement in the occupational position of white males compared to that 
of the other groups- Of course, some of the improvement— the'* great increase irl 
the percentage^whq are profess ij)f»a1 workers, for instance— results from those 



enrolled at agellS cornpleting their education and moving'i'nto the labor market. 



4,4^, Conclusions. ' ' . * 

*• • ' "* , • " " 

We have estimated a straightforward speciffcation of the'standard cross- 
sectiona-l wage modeK -In general,' our results confirm what is already well known. 
Invest^nehts in human ca]>i.tal are productive, significantly increasing one's wage. 
Controlling for measured differences in; productive capabilities^ blacks and women 
receive substantial wage disccur\ts, but^during the late 1960*'s, blacks effectively 
narrowed the differential. We also find tha^-t, net of measured variations in worker 
•quality, specific occupat^ons and industries' pay premiums or discounts^. Although 

human capi't^il is important in- routing ind^ivi'duals into, high .paying sectors, blaoks 

A ? » '-^ ' • * t ' - ' ' . . ' 

,arid women are, nevertheless, systematically. <lenied equal access and this is 

\ I ^ ^ ^ . 

responsible fot a large part of race artd'sex. dififerentials. hinally^ we find a 

surprising decline jn reaUwefges among workers employed during the --recessionary ^ 

. - . ^ - / / ^ ^ - r : ^ ' . . ^ ^ 

period of * the early \970's. , ] . • . • 

^^^^^ 

In this chcipter we' have empincaUy' identified tRe market differential in a 
/tatic setting. However,' its existence at any one "time implies nothing' substantive 
about the competitiveness .of the labor markelt. Simply knowing that some workers 
receive w^ges inconsistent with their capabilities does'not necessarily"invalida,te 
the competitive model.. The labor inarkeL is not a bourse where adjustments are 
instantaneous'.- A more appropriate ^est is i^ether market differentials persist 
over time; t/hether they,stimul-a.te equilibrating behavior which results in 
their 1 iqiiidatiorti- or' resist erosion because of segmentation or bal kanization . 
of the .youth labor maVket. Subsequetnt chapters provide such tests 



. : ; * ' . -Footnotes to Chapte*^ IV , ■ ■ ' 

/ *\ - • ■ - 

• 'Rosen (1972), for example* contends that workers implicitly purchase 

^ learmf^opportumtfes through wage reductions. "The difference between 
the market rental of a worker's existing .s'ki 1.1 .an'd actual wage i? the" • 

- shadow* br implicit price he p^ys for le^|iing" (p.. 328). For young, workers, 
it is especially likely that wages are being foregone to obtain training * 
oppportunUies. Th^ magnitude of the error caused by this omission is 
reduced ,whe'n we use the instrumental "Variable approach to define the market " » 
.dilfigrential. ' ' ' 

^Recent research examining the residual variation in earnings suggests.' . 
that the proportion of unexplained variance attributable to underspecificatioi) 
^f'the huriian capital vector may'be quite large.- Lillard (1977), W example, 
using NBER-TH data estimates a variance! component earnings niodel that sectors 
the residual variation , in earnings, into' permanent and transitory components 
and finds that unspecified worker-specific factors account for 57 percent of • 
residual variance. {Lillard's hunian-capital earnings regression explains. 
30 percent Qf the variation in .annual Earnings.) 

3por stn ext4nsive review of the topic-, see the recent surveys by 
Koiien0975), Kahne{19?>), and Marshall (.1974): .. . ' 

^Studies using data from earlier time periods typically find higher • 
returns to^schooling for whites {Hanbch, 1567, and Weiss, 1970). More recen^t 
evidence., •however, s^iggests that this is no longer true (Weiss and Williamson; 
1972, and'Welch, 1973), that there >j^s 'been a sharp convergence in blac}( and 
white returns to ^scfjool ing, pav'ticularly for younger workers a. ' »t 



.For ajdetailed examirwtion of the impact that discontinuities- in ' 
labor market experience have on female earnings, see Mincer and Polachek. 

(1974). ' ' . • 

^In the NLS the IQ variable is constructed from scores on .various • 
alternative tests as recorded in the respof^ients' high school records.'" ■ 

Jhe .test results thus refer to a period that in most cases pj^ecedes \he 

' » » • , / , 

completion of formal schooling.. Unfortunately, however, IQ scores are 

missing for^mapy respondents (the exact missing valua rates are^given 

in Table 4.1). Moreever, the non-availability rate is systematically^ 

related to race and sex, - In"^deaTing with thfe nonresponse problem, we 

assign mean' values and denote the cesponderft.with a*^ dichotomous variable* 

In extensive experimentation, 'Griliches (1976) found that this selectivity 

problem did not seriously bias the results for^young men. Also Griliches \. 

and others who estimate wage regressions with the' NLS data frequently use 

scores from .a "knowledge of the world of work" (KNW) test administered 

within* the NLS as an alternative ability, measure. We did not use the 

KNW variable because the test on which it is based. Is not the same f<3r 

mal^s and females. (For, an analysis of the^^determinants and implications 

* * * 

for Jabor market success of scores on the occupational information test "-^ 
(KNW), see Parnes and Kohen ll975)); ' • 

> ' ■ ■ ' " , ■; 

^Cofistructfpn .of the ATT and HFP variables was complicated by the 

timing of the relevant survey questions. ^ The Rottejr test which was used 

to construct ATT was fJrst administered ^o the males in 1^68 and the 

females in 1970. Consequently, for males thS indicated age in 1966 or 
- t . 

1967 and females the indicated age in Isma o\ 1%9, ATT scorers. were 
detefffiin^d by their responses in 1968, /ind J970 respectively. To the • 
extent there is attrition in the two samples, the dummy^variable indicating 
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a Jionresponse to tbe Rotter questions becomes a proxy for being the 

♦ 

indicated age in 1966 or 1967 for mal&^ and 1968 or'l969 for femaTes. 

\ 

Additionally, there is apotential problem of Reverse causation In that 
responses to the Rotter questions may be influenced by previous economic 
status. See, Andrisani and NesteT (3974) for cin extended analysis of tk^^ 
later problem. The problem with HFP is that health status was not 
ascertained ^very survey year. In constructing HFP, we implicitly assume 

that health status did not change during years in which no questions were 

» ■ •• 

asked. V . - 

^In estimating the impact tha^t^ vocational and training programs have 
on wages, what we-may'.in fact be observiiTg is a selectibn effect:.- Tho^e 
who req&ive* training* may be significantly more able than those who do not. 

^^The NLS obtained training Information only if the respondent was not 
enrolled. Also, recall £h^ estimated inftuence IQ )ias. on educational'' 
attainment in Chapter lIL ^ , ' - - 

lOUnfortunately, the timing, of the malje and female surveys was npt 

coincident. For a given calendar^^year, males were interviewed 'daring the 

final quarter, females during the initial quarter. ^Thus, for instance, in 

the 1968 'survey year females were interviewed a full 9 months before males-. 

Si rice wages were deflated by price level figures far the relevant quarter, 

.however, the impact of this discrepancy should be small. Jf real wages 

*^ : ' " • : 

are increasing over time, the effect will be^ to overestimate -'s 1 i ghtly ^the \ 

extent of sexual discrimination. , 

llln addition to capturing cyclical effects, with age held* cons taint 

the year dummies also capture any "vintage" effect's: , - 

1^ > * ' . 
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12The decltne'Tn the race coefficient still is preseat if we omit the 

loca'tiQn.al variables. Irj noting the decline in the race coefficient, recall 

' . ■ ' ••• . . 

^hat We inclilde a* RACE-SOUTH interaction term (RSOUTH) in ,the Stage II 

• Specif sjcatipn.y If^RACE entered as a single variable* in Stage II, its 

coef^icigit would be: • ' ^ 



i: +3 X SOUTH 

• , (RACE) (RESOUTH) ^-^.^ ' * » 

'^here 



SOUTH \sJM^m^r\. Qf SOUTH. , ' \ , • 

Hfhis conclusion—that it is a concentration of blacks and females in 
lov^ paying jobs and not uhequal pay for equal work tjiat is reiponsible for 
large portions of thjS net male-fejnale or white-black wage difrerential--is 
in agreement with tha-t of other researchers. See, for examplg, Oaxaca 
(1973) and 'Blinder (1973). . ° . ■ . 

T^The determinants of male-female ^^ff^prentialsjn uni^ 
are examined In the appendix to this chapter, 

^ ISpor similar evidence with the NLS sample restricted ^ youth who did 
not go on to/college, see Parnes and Kohen* (1976). 
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(*.76) 


.075 
(2.81) 


.066 • 
(2.92) 




.107 

(4.19) • 


.091 
(5.12) 


^123 
(3.34) 


.681 
(3.8^ 


.093 / 
(5.14) 


005 
(*.09) 


' .041 
^ (1.66) 


— . .037 
(1.61) 




.096 
(2.98) 


' .06€' - 
(4.22) . 


..188 • 
(4.30^^ 


. (1.25) 


-.058 
(2.86) 


.074 
(1.30) 


.055 
(K98) 


- , .0^4 
(2.57) 




-.080 
(2.29) 


. ' 0. - 
( 0. ) 


-.020 
( .37} 


.045 
' (1.59) 


.032 
*(1.28) 


. 041 
('.52) 


.032 
{ .99) 


,022 
( .75) 




-.016, -r. 
( .36^ 


.023 V , 
(1.06) 


-.304 *■ 
(8.58) 


-.167 
f (7.32) 

A 


; " ..178 . - 
' (8.34) 

-.081 
.(2.48) 


-.105 
(2.15) 


-.073 
(2.70) 


^.064 
(2-^2) 

..039 
( .93) A 




-.225 
(7.77) 

4 


.,135 ' .- 
(7.64) 



.175. 
(5.37) 

.270 
(5.01) 

'l76 
(10.17) 

.172 
(6.17) 

.165 ' 
(7.93) 

.138 
(6.11) 

-.230 
(6.91) 

.119 
(3.53) 

' \119 
st4.20) 

.137 
(3-95) 

..124 
(4.76) 

-.042 
(1.53) 

.-.206 
, (7.01). 

.098 
' (6.82) 

,077 
(5.35) 

. ..014 
( .90) 

. .013 
( .69) 

.Mi8 
(8.18) 

-.071 
(2.72) 



.253 .23$ ..166 ..120 -.148 -.042 

.168 .471 .100 .283 .118 .334 

.373 .301 .381 -.342 .37$ .331 

* 690 1593 ' 2283 



.T:0^ -.461 
.172 .387 
.388 .342 
378 



-.910 -.456 ' ..892 -.445 

.097 .332 .100 .333 

.367 .318 .375 .325 

1014 1392 

110 



.409 .018 
.199 .428 
.378 .323 
1068 



-.297 ..225 
J66 .333 
.378 - .339 
2607 » 



.288 .,152 
.168 .354 
1379 *33S 
3675 ' 



Table 4.3 
Stafie ! and Stag^ !I Kage Regressions: 



Aqe 20 



I n 

(1) m 



(2) 



IT 
(4) 



U 
(6) 



(5) 



White 



I 

(7) 



11 
(8) 



I 

(9) 



11 

(10) 



(11) 



ii 
(12) 



Black 



(13) 



MI 
(K) 



Full $at^)le 



White 



(15) 



Tf— 
(16/ 



CC"b^ned 
— ! — — IT" 
(17)^ (18) 



-.163 -.022 
(6.47) (.67) 



.093 

-.048 
(.95) 

4 

.CO? 
,(."71) 

.072 
(1.S6) 

(7.51} 

.116 
(2.74) 

,109- 
' (2.4i) 

.013" 
(.25) 

-.029 

(1.52) 

-.200 
(5.23) 

(4.0ii 

-.072 
(M2) 



.001 .001 
(.69:) (1.40) 

.031 .047 
(.69) (1.35) 

-.003 0. 
{:77) (.16) 



.056 
(1.405 



0 

(0) 



.075 .02^ 
(7.37) (3.30) 

.C85 .137 * 
(2.22) (5.09) 

.018 .036 
(.44) (2.85) 



-.034 
(.56) 



1*082 
(1.45) 



-.026 .01 
i.eOJ {1.43} 

-,C09 .024 
(.65) (2.43) 

-.136 --.085 
.0.72) (2.78) 

-..185 -.194 
(3.L5/ (5.59) 

-.iii -,124 
(4.03) (3.14)' 

..0'08 -.064 
(.15) (1.75) 

-.032 -.023^ 
(.62) (.63) 

-.054 -.056 
(1.1?) J[1.575 



.001 
(.94) 

.052 
(1.72) 

0. 

(.43) 

.020 
(.82) 

.026 
(3.49) 

.127 
(5.43) 

.058 
(2.22) 




.033 
(3.83) 

-.oea 

(2.57) 

-.133 
C4.55) - 

-.146 
(4.31) 

-.070 
(2.20) 

-.026 
(.83) 

-.057 . 
(l.W) 



-,0. 
(.40) 

.021 
(.75) 

0. 

(.03) 

.025 
•(.99) 

.051 
(7.68) 

.138 
(6.03) 

».096 
(3.82) 

.047 

(K53) 

.007 
(.85) 

-.095* 

(3.49) 

-.233 
'(7.8$) 

• .ICS 
(4.87) 

-.P69 ■ 
(-2.14) 

-.026 
-(.32) 

-.062 
(2.04) 



0. 

(.06) 

.044 
(1.88) . 

-.001 
(.29) 

..026 
(1.22) 

.044 
(7.59) 

.116 
(5.88) 

.0<5 
(2.09) 

.005 
.(.IS) 

.021 
(2.97) 

-.086 
(3.63) 

-.167 
(6.48) 

-.16' 

(5.55> 

-.051 
(1.84) 

-.as4 

(.89) 

-.052 
(2.03) 



.601 
(.77) 

-.027 
(.53) 

-.005 
(1.16) 

-.013 
(.21) 

.091 
(6.15) 

.003 
(.06) 

.169 
(3.74) 

.042 
(.80) 

.109 
(4.70) 

-.062 
^ (.67) 

-.133 
^2.30) 



-.001 
(.34) 

.032 
(.70) 

-.007 
(1.79) 

.054 
(.99) 

.058 
(^.26) 

-.002 
(.06) 

.089 
(2.19) 

-.040. 
^.86) 

.059 
(2.86) 

-.076 
(.94) 

-.137 
(2.65) 



.038 
(.62) 

.021 
(.35) 

.115 
(2.00) 



.00) 
(1.29) 

.057 
(1.83) 

'-.003 
(1.65) 

,020 
(.58) 

.0^0 
(4.60) 

-.056 
(2.46) 

.076 
(3.20) 

'.071 
(2.85) 

.054 
(S.48) 

-.066 
(1.50) 

-.162 
(4.77) 



-.029 
(.54) 

-.015 
(.21) 

^.fi32 
(.62) 



.064 
(2.24) 

.082 
(2.30) 

.067 
(2.30) 



.001 
(1.01)^ 

.055 
.(1.94) 

- .003 
(1.69) 

.025 
(.80) 

.046 
(4.j6) 

-.026 
(1.21) 

.062 
(2.75) 

.056 
(2.41) 

.039 
(4.30) 

-.057 
(1.42) 

-.129 
(4.15) 



.059 
(2.23) 

.073 
(2.78) 

.072 
(^72) 



-.046 .016 
(1.96) (.58) 



• 0. 0. • 

(.50) (.19) 

.024 ■ .037 
(.96) (1.63)^ 

-.004 -.004 

(2.16) ^(2.20) 

.011 .031 
(.35) (1.14) 

•.070 .054 
(8.09) (6.75) 

-.030 -.010 
(1.45) (.56) 

.103 .078 
(4.85) (4.03) 

.067 .032 
(2.?2) (1.51) 

.067 .045 

(7.17) (5.36) 

-.062 -.064 
(U52) (1.77) 

-.154 -.123 
(5.26) (4.70) 



.056 .039 

U.13) (1.66) 

.066 .052 

(2.51) (2.91) 

.085 .069 

(3.21) (2.91) 



-.315 
(9.^) 

t003 
(1.95) 

' -.056 
(1.57) 

-.002 
(.55) 

.051 
(1.36) 

.082 
(9.58) 

,.050 
fl.64) 

.124 
(3.87) 

.032 
(.83) 

.014 
(1.12) 

-.139 
(2.79) 

-.233 
(5,43) 

^-.245 
(4.16) 

-.056 
(.94) 

-4OI6 
(.38) 

-.038 
(.93) 

.072 
(1.42) 



-.240 -.328 
(7.24) (17.01) 



.001 
.(.46) 

.016 
(.51) 

-.005 
(1.87) 

.054 
(1.65) 

.067 
(8.64) 

^.030 
(^.14) 

.069 
(2.42) 



.001 
(1.89) 

.039 
(1.63) 

-.002 
(1.35) 

.004 
(.16) 

.028 
.(4.34) 

.029 
(1.66) 

.033 
(4.31) 



-.019 .062 
(.58) (2.83) 



.012 
(1.11) 

-.163 
(3.75) 

(4/57) 

^..194 
\3.78) 

.001 
(0) 



.040 
(5.61)' 

-.084 
(3.43) 

-.id5 
(6.73) 

-.0^4 
(2.54) 

-.018 
'(.57) 



-.030 /f024 
(.80)^1.02) 

-.029 .020 
(^84) (.87^ 

\025 .032 
(.57) (1.08) 



-.237 
(11.78) 

.001 
(U42) 

.043' 
(2.05) 

-.001 
(.97) 

.017 
(.86) 

.025 
(4.31) 

.046 
(2.W) 

.067 
(5.87) 

.030 
(1.J62) 

.036^ 
(5.70) 

, -.070 
(3.21) 

-.117 
(5.3U 

-.101 
(3.42) 

-.026 
(.94) 

,022 
(1.07) 

.018 - 
(.87) 

.048 
(1.81) 



-.105 -.005* 
(6.05) (.25) 

-.315 -.231 
(18.68)(13.44) 

0. 0. 
(.56) (.03) 

.C09 .031 
- (.45) (1.3$) 

-.003 -.002 
(1.70) (1.88) 

.020 ^ .028 
(1.02) (1.68) 

.052 .043 
(10.12} (?.29) 

-0^ .044 
(2.66) (3.21) 

.100 .069 
(6.05) (4.64) 

.056' .021 
(2.95) (1.2$ 

.032 . .irSo 

X5.15) (5.49) 

-.039 -.085. 

(3..93.) (4.3?) 

^ -.16: ..14i 

(8.88) (7.525 

-.1-30 -.126: 
(4.46r (4.90) 

-.026 -.015 
(.^) (.63) 

.017 \013' 
(.82) (.71) 



.005 
(.24) 



.006 
(.33)1 



.055 .049 
(2.13) (2.15)" 




120 







.082 
(.97) 




.237 
(5,09) 


4 

^ .180 
(4.50) 


,144 
(1.48) 


4 

All 

(3.74) 


.175' 
(4.05) 






.015*' 




,261 
(4^20) 


.190 
(3.38) 


.368 . — 
(1.46) 


.281 
(2.94) 


.320 
(3.51) 






-.085 
0.35) 


.• 


.172 
^4.07) 


- ^ .093 
(2.67) 


.241 — ^ 
(4.99) 


.105 
(3.93) 


%148 - 
(6.36) 






.007 
(.09) 


- 


.198 
(4.33) 


.131 
(3.42) 


.264 • - 
(1^^9) 


.084 
(.91) 


.144. 
(1.51) 






-.031 
(.51) 

-.039 
(.60) 


* 


.159 
(3.7T) 

.156 
(4.?6) 


.102 
(2.91)- 

.112' 
(3.01) 


.243 
(3.44) 

- •■<- 

(.9oy 


.122 
(2.81) 

-.042 
(.31) 


.171 
J^.71) 

.049 
(.41) 






-.437 
(3.99i 




-.392 
(4.66) 


..401 
(6.2?) 


- , --.seo 

(2J07) 


-.03^ 
(.26) 


— - -.226 
(2.27) 


CC:*STil 




-.008 
(.03) 


„ 


.211 
(4.05) 


.198 
(4.29) 




-.089 
(.72) 


-.108 
(.83) 






..osr 

(.65) 




.145 
(3.09) 


.125 ■ 
(3.01) 


— -.075 - ^.^ 
( .86) 


-.Old 

(.21) 


' — -.p40 
. . (-59) 






r.lOl 
(.96) 




.148^ 
(2,46} 


- ^ .098 ' 
- .(1.84)^ 


— . .008 — ^ 
(.08) < * 


.101 
(1.86) 


.067' 
(1.40)^' 






-.261 
^.90) 




-,120' . 
(2.51) 


-.123 
(2.92) 


-.220 
(2.8a) * 


r.205 
(4.83) 


-.218 " 
' (5.88) 






-.462 
i4.69) 




-.188 
(3.71) 


-.218 
(4.83) 


-.073 " 
(1.04) 


-.095 
(2.31) 


-.098 
(2.78) 






-.271 
(2.74 




-.095 
(1.71). 


-.081 
(1.68) 


-.331 

(4.13) / 


-.285 
(5.83) 


— - -.311 
(7,49) 


"CCftt " 




.137 
(3.46) 


■ „ 


.080 
(3.10) 


.102 
•(4.72) 


.147 ^ 
' i (3.32) 


.088 
(3.70)' 


-- • .T07 ^ 
(5.16) 


>,ccm 




.087 
(1.58) 




.106. *t 
(4.44) 


" ' .110 ' 
(5.04) . 


.146 
(2.60) 

i 


.076 " 
(3.38) 


.091 
(4.31) 


EAST 




.r^l8 
Ay .88) 




-.032' 
(.120) 


-.042 
. (1.70) 


.069 . — 
(1.16) 


.057 
(2.19) 


.064 
(2.66) 






-.095 
(l-.n) 




,040 
J4.26) 


.024 
(.82) 


^.044 — 
(.59) • 


.073 
(2.53) 


' .045 
' (1.68) 


SOUTH . 


— 


^..292 




-.188 
(7,20y 


-.182^-' 
- (7.09) 


-.136 


-.050 

to n7\ 


— -.053 

- 








— 


...... ..077 

q.90) * 






-.100 
(2.65) 


^ 

sse ' 


•.S99 .109 
.256 .493 
►.383 .323 
444 


.-304 
.117 

ni2 


.149 ^ 

.371 

.324 


.147 .137 
J65. .404 
.386* .328 
1556 


-.829 -.184' -.268 
.206^ .441 .116 
.397 .340 .319 
406 ' 1006 


^-.^37 
.289 * 
.'289 


-.432 -.262 
.145 .341 
.345 . 305 ^. 
- J412 






« 




J 




^ t' 





.156 
(2.43) 

' .205 
(1.51) 

/l67 
(4.52) 

.168 
C2.62) * 

.163 ' 
(3.73) 

(2.87) 

-.435 
(5.01) 

.04f5 
(.58) 

-.048' 
(*83) 

-.043 
(.61) 

• V.244 
(4.24) 

-.189 
(3.32) 

-.312 
(5.02). 

.157 
(5.30) 

.123 
(13.09) 

-.005 ^ 
f.12) 

-.065 
(1.18) 

-.201 
(5.85) 



.202 
(6.19) 

.262 % 
(5.33) 

.153 * 
(6.63) 

.207 
(6,10) 

> .155 
(5.33) 

.177 . 
(5.10i 

-.328 
(4.79) 

.16^ 
•(3.99) 

.081 
.(2.43) 

.124 
(3.00) 

*..161 • 
(4.97) ' 

-.100 
(3.08) 

...203 
(5.42) 

.094' 
(5.23) 

.097 
(5.79)-. 

.009 , 
(*45) 

.047 
(2:^7) 

..124 ' 
(f 88) 



.190 ' 
(6.58) 

.258 
(5,69) 



.202 
(6.79) 

• :U2 
(6.77) 

.162 ' 
(5.65) 

...401 
(7.67) 

.144 

' 0;97) 

.049 ' 
0.71) 

,074; 
(2.06). 

.^.182. 
(6:40} 

"^^.iia 

(4.1?): 

. -.227 
.47.08), 



.107 
(6.89) 

.'006,^ 
(.36) 

' ^28 
(1.39) 

.-.119* 
(6.60) 

.,086 ' 



.469 ' -.030 '*.314 .176' 

.219 .435 .182 .365 

.396 ^ *341 .3S7- ^ .316 
850 . 2118 



.133 .103 
.192 .388 
.373 ' .325 
.2968 : 



ERLC 



^ / > 



Table 4.4* • 
Stage I and Staoe JI.Ha^c ^.'qresslons: Age 24 



M^les 



Penates 



I 

(1) 



— rr 

X2i 



1. 



White 



IT 

^3) (4) 



CCttbirted 
TT 



(5) 



(6> 



Blacic White Co?nbined 

1 n n n i n~ 

(7) W ^ .(9) (10) (n) 02) 



Slack 



T 



^ ' 'it 



TT 



(13> (U) (15) (16) (17) (18), 



-.199 .Q13 
(7.16J ( -34) 



-.039 , ..058 
(1.26) (K81) 



ERIC 



•i^.007 .001 

^2.70) { .78) 

-.139 .06? 

. (2.06) (1.35) 

.003 .002 

( .en ( .51) 

-..050 .013 

( .87) ( .29) 



.063 .037 

i5.93> (4.16) 

.OU -.007 

( .27) '(;.19) 

.025 -.079 

(1.67) (1.85) 

*\ .04^ 6 .022 

; C .63] ( .38) 

^.*007 -j)01 

( .56> ( .09) 

-.167 -.168* 

(1.98) (2.65) 

, ...acs -.130 

-.114 -.174 

(K52) (3.20), 

. -.037 -.076 

( .47) (1.32) 

i032 -.029 

(-41) ( .50) 

-.025 .010 

( .32} ( ;16) 



.002 .001 
(1.50) '(1.45) 

-:o7i -r.043'* 

(2.36) 51 -57) 

-.006 -.006 
(2,33) (2.52) 

-.028 -.035 
( .96) (1.34) 

.039 .039 - 
(7.58) (6.74) 

.111, .089 



.002 
«.19) 

-.077 . 
(2.87) 

-.005' 
(1.98) 



.002. 
(2.20) 

-.032 
(1.38) • 

-.005 
62,42) 



-.013 -.026 
( .52> (1.\7) 



(9.58) 



(4.20j (3.71) (3.76). 



.047 
(1.89) 



.010 
( .45) 



.094 .055. 
(2.51) (1.6!) 



(1 



.aio 

(1.79) 



-.019 -.016 
( .56) ( .52) 



-.113 
(3.C9) 



147 



-.075 -.091 

(2.21) (2.97) 

-.036 -.039 

(1.04) (1.25) 

,032 .015 

( .83) ( .43) 

-.003 -.002 

( .09) ( .05) 



.031 
(^-20) 

*.091 
(2.71) 

.004 
( .80) 

--043, 
(1.3^ 

«' 

-.121 

(3.38) 

-.079 
(^.53) 

-.027 

.( .83) 

'.P38 
(1.10) 

-,003 
•( .08) 



.039 
(8.05) 

' .071 
(3.49) 

.004 
( .20) ^ 

:030 

(1.69) 

.007 
(1.50) 

-.t)3(r 
(1.10) 

-.152 
(4.86) 

-.102 
13.80) 

(1^5^ 

^:o'i5 ^ 

( .49) 

.010 
{ .32) 



.007 
(3.09) 

-.105 
(1.68) 

.001 
( .14) 

.190 
(2.71) 

.065 
(5.61) 

.014 
( .28) 

' .179 
(3.59) 

..083 
(1.20) 

".038 
(2.48) 

-.064 
(-.64) 

-.186 
(1.70) 



.003^ *003 

(1.61) (2.30) 

.046 .015 

( .87) t .37> 

0. -.ooi 

( -07) ( .27) 

.089 .012 

(1.50) ( .28) 

.027 .080^^ 

(2.51) {10.70) 

.023 -.040 

( .56) (1..T0) 

.091 .097 

(2,02) (3,44) 

^.044 ^.022 

( .>5) ( .64) 

.026 .048 

(1.99) (6.79) 

-.096 .032 
(1.^0); ( .55) 

^.049 -.087 

r( .54) (1.60). 



0. 
( .13) 

-.003 
( .07) 

-.001 
( .36) 

.013 
(\34) 

.041 
(4.65) 

-.028 
(1.00) 

.08^ 
(M5) 

.013 
.( .40) 

.034 
(5.09) 

-.025 
( .46) 

-.097 
I). 98) 



.OM .001 

(3t34) (1.0^) 

-.028 .025 ^ 

( .85) ( .84) 

0. ' 0. 

( .16) { .06) 

^070 > .036 

(1.90) <i.n) 

.075^ .034 . 

(12.00) (5.17) ^ 

-.024 -.010 • 

( .91) ( .13) 

Alt ' .087 ' 

(4^.92) (3,92) 

.040 .005 

(i:.30)o( .ia) . 

J048^ .033 

(7.42) (5J2) 

.oor ^.ou 

( 0, ) i .33) \ 

-ioai -.080 

(1.66) (1.90) 



.251 
(3.25) 

.277 
(3.86) 

.290 
.(4.12) 



.121 .009 

'(1.78) ( .21) 

,J50 -.021 

(2:30) ( .51) 

, .192 '-'.OOff 

(?r28) ( .14) 



.054 
(1.6§) 



.033* .071 

•( .87) (1.94) 

.013 .060 .053 

( .34) (1.69)1. (1.71) 

"^'.Ojg" -\067 *.078 

(1.10) (1.96) (2.62) 



' -^276 - 

(7.80) (7.46) 

.007 .002 

(4.24i (1.84) 

-.149 .030 

(3.27) ( *83) 

..002 .obf 
( :53); ( .42) 

.087 \ .046 
(1.97) •(1,37) 

.060 i .033 

(7.C4) 15.00) 

. .002 ip04 

(y5) (\15) 

.114 .008 

(2.99) ;( .as) 

^085 -.OOrl 

(1.66) (^.03) 
♦ 

.01^ .011 

(1.22) (1.52) 

-.126 -.137 

(1.95) (2.77) 

-,158 V.108! 

(1.93) (1,74) 

-.018- *-.11^ 

(•27) (2.^7) 

.060 -.016 

( .86). ( .31) 

.133 .051 

(2.40) (U21) 

.124, '.092 

(2.33) (2.2^ 

,..184' ^?'.154' 

(2.86) (3.19) 



-.391 
(16.16) 

:oo2 

(2.67) 

-.039 
(1.62) 

-.003 * 
(1.49) 

-^014 
( .58) 

.053 
(1?.25) 

.036 
(1.81) 

.083 
(4.40) 

.039 
(1.55)^ 

.0f7 . 
,(5.86). 

^ -.015 
( .50) 

-.102 
(3.33) ^ 

-.071 
(2.23) 

^.035 
(1.06) 

.015 
( .51) 

-n014 
( .48) 

.<*4,' 
( .11) 



-.3)2- 
tl2.^5) 

.001 
11.00) 

-.031 
(1.39) 

-.004 
(2.18) 

-.014 

.( .63) 

.039 
(8,21) 

\033 
(1.78) 

'.054 
(3.12) 

-.010 
( r45) 

\ .024 
(5.68), 

.-•001 ^ 
( .03) 
-.125 
*(4.48) 

-.077- 
(2.63) 

..(bl 
',(1.03) 

^ .012 
( .48) 

-.006 
( .23) 

,023 
{ .71). 



-.129 .042 
(6.20) ' (1.59) 

'-.376 *-.3d4 
(17.65) J14:89l 

.003 .001 

(3.54) (T<74] 

-.059^ -.013 
(2.78) { Jl] 

-.003 *.003 

(1.55) (2.iri 

.012 -.002 

( .58) t .n] 

..055 .038 
(14.95), (9.71] 

.028 .028 
(1.58) <1.86] 

.098 ,052 
, (5.75^ (3.46] 

.053 .014^ 
(2.33) { *68] 

.024 .021 
(5.67)' (5.€9j 

-.032 ',m 
(1.19) ( ;92] 
vVOO -.124 
(3.44) (4.89) 

-.058 ^.083 
(2.02)^ (3132] 

-,008* -.027 
( .26) ^(1.04) 

' .041 .02* 
(1.62) (1.09) 

.019/ ^020 
( .77) { .^IJ 

.045 - ^651 
(1.45) (UD 
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.434 • 
44,75) 

.426 
(2.88) 

-.034 
(.44) 

.146 

• (K96) 

.116 
(1.75) 

.046 
^ X.62) 

-.&76 
(7.43) 

.^rios 

(1.12) 

-.203 
(2.43) 

..24)0 

• (2.34) 

-.439 

(4.93) 

..350 
(4.01) 

-.497 
(5.27) 

.175 

• (3.32) 

.152 
(2.40) 

-.187 
(2.88)^ 

' .147 
(1.73) 

-.358 
(6,54) 



.132 
(2.24) 

.050 

(.95) . 

.OSO 
(.86) 

,047 
C.80) 

-.024 ^ 
(.42) 

-.163 
(2.35) 

..400 
(4.31) 

-.259 
• (4.88) 

.106 
(2.33) 

.106 , 
(1.92) 

..074 
(1.58) 

..184 
(3.71) 

-.010 ' 
(.16) 

.108 
(3.96) 

.147 
t5.70) 

.052 
(1.75) 

.037 
>^(1.16) 

..089 
(3.17) 



.185 
(3.95) 

.125 
(2.39) 

.070 
(1.53) 

.094 
' (2.08) 

.033 
(.74) 

-.075 
(1.46) 

^.510 
<7.10) 

.197 
• (4.23) 

.060 
(1.51) 

.057 
(1.17) 

-.127 
(3.08) 

-.213 ' 
(4.93). 

-.101 * 
(1.991 

.110 
(4.76) 

.147 
(6.23)^ 

.022 
(.82)^ 

.040 
0.3?) 

-.095 
(3.48) 



..?20 
(4.81) 



.4or 

(4.67) 

.162 
( .51) 

-.183 
(2.93) 

.257 
(1.51) 



.397 

(6.61) * 

.285 
(2.92) 

.166^ 
(3.62r 

.315 
(2.31) 



.244 


i .174 - 


(3.02) 


(2.70) 


.365 


.088 - 


(1-19^ y 


( .46) 


..783 


-.139 


. (3.18) 


( .42) 




-.122 




' ( .79) 


^ -.272 


..U3 ' — 


(2.36) 


(2.03) 


' -.155 


-.014 


(1.D9), 


( .18) 


— . J30 




. (3.48) 


(4.89) 


-.236 


-.196 ' " 


(2.40) 


(3.79) ^ 


-.600 


-.359 


jS.43) 


(5.41) 


.132 


Vl58 


';{2.72) , 


f4.84) 


.110 


.134 


; (1.71) 


(4.09) 


..039 ^ — 


.027" 




( .71) 


-.097 


*-.033 


(1.26) . . 


X''.84) 


-.291 


-.069^ - 


(5.28) 


(2.09) 



.403 
^ (8.5|) 

.295' 
(3.32) 

.182 • 
(5.10) 

.307 
(2.92) 

.209 
(4.40) 

.144 
S ^89) 

-.517 
<2.72) 

-.130 
( .97) 

-;145 
(2.76) 

..034* 
• ( .52) 

. -.309 
(5.91) 

-.190 
(4.23) 

..419 

•» .146 
(5.50) 

.125 
(4.3t) 

.018 
' ( .55) 

-.034 
( .99) 

-.077 
(2.49) 

-.185 
(3.75) 



,409' 
(6.86) , 

.355 * - 
.(2.72) 

.123 
(2.74) • 

.193 
(3.16) 

.170 
(e.60) 

.119 
(1.99) 

-.856 
(8.49) 

-.073 

( .88) 

-.1^0 
(?.89) 

-.198 
(2.46) 

^-•^.06 
f3^S.97) 

-.242 
(3.9U 

-.553 
(8.02) 

.166 
(5.09) 

.145 
(3.28) 

. ..Ill 
(2.36) 

.017 
( .29) 

-.522 
/(8.49) 



.304 
(7.54) 

.220 
(4.67) 

.148 
(4.21) 

.217 
(.5.11) 

.135^ ^ 
(3.42) 

.005 ' 
( .09) 

-.474 
(5.40) . 

.169 
(3.65) 

( .03) 

.028 
^ ( .64) 

-.181 ^ 
' (4.96) 

-.162 
(4.57) 

1.218 
(5.02) 

• .135 . 
(6.34) 

.144 
(6.99) 

.054 ^ 
(2.28) 

.015' 
{ .58) 

-.081 
(3.73) 



.313 
(9.72) 

.246 
(6.03) 

.150 
(5.48) 

.219 , 

.146 
(4.86)^ 

.040 
( .99) 

-.586 
(8.99) 

.126 
(3.10) 

-.026 
( .84) 

..003 
-( .07) 

-.217 
(6.72) 

r 

, ^.166. ' 
(5.43) 

' -.'290 
(7.97) 

.131 
(7.43). 

.140 
(7,61) 

• .024 
(1.14) 

.011 
A ^47) 

-.091 
(4,42) 

-.:'o6 

' (6.06) 




..586 .483 

.235 .643 

.407 .287 
307 



.413 .346 

M46 .332 

.364 .325 
993* 



.308 



.301 

.249 .457 
.376 .322 
' 1300 



.1 



.279 -.108 -.734' -.033 
.3^5 .637 ^9 .437. 



.377 .296 

250 , 



358 .3ft1 
673 



-»818 \ -.095 
.307 .504 
.3*67, .3U 
923 



..712 . .262 
\287 ..622 
.398 .295 
557 



.126 .273 
.272 .417 
.368 .332 
1666 



.031 .268 , 
.316 .496J 
.378 *326 
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Stage I and S;tage II Wage Regressions: 
All Ages (1970)a 



Independent - HaleSr Females 

Variables . I • li i v 



vl ' • II • 



' ' ,\'f^s • , -013 ; -.041 , .006 

, ^ (5.82) ^( .58) ( .45) ' (\07) 



ASE .035 .030 



.035 ,■ .030 .021*^ • 

(13.52> (13.07) , (6.24) 



. , ^ .00^. • . 0.0 , '003 



W.' -.043 . -.001 



ATT . ■ -.003 ^-^02 -.002 



ATTC .008 '-.003 - . .006 



EDUC • .047 - r .037 



"Si. 





HST 


.•J18 

"N*- . (7.65) 


' .105 
17.74) 


-.006 
{ .36) 




TRAIN 


.069 
■ (4.72) . 


* .035 
(2.69) 


.102 
(6.37) 




VOC 


, '.060 
(2.99) 


.'.012 
(;.7l) 


.061 
(3.51) 






.016 

. . , (4,29j 


' - ■ .013 
03.82) ■ 


.040 
(8.05) 




HFP 


-.086 

^* 1 (3'76) 


■-.069 
(•3.47) 


-.056 
(2.06) 




• ENROLL 


',-.172 . 
, • (9.34) 


. ., r.iia 

(7.32) 


^^161 

(8.44) 




• PROF 




. i.268 
(9.86) 






HANG * 

■ r 


» - 


.262 
(8.38) 






SALES 


• 


. .153 
(6.05) 


* 










> * 


< 






f 
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.017 
(5.99).. 

001 



(2.43) ^( .73) . (4.50.) (2:62) 



-.028 -.00 J 



(2.73) • ,( .06) (K63) ( jg) 



-,001 



y . ■ ' (1-72) ,(1.84) (1,18) 0:i2) 



.011 



( -52) ( .24) ^ ( .24) ( .'49) 



.073 .031 



(14,50) • (11.64) ^ (14.74) (6:45) 



. .010 
( .72) 

.075 
(5.42) 

. .026 
(1.81) 

.027 
(6.36) 

-.051 
(2.22) 

. -»093^ 
.(5.71) 

.390 " 
(14.91) 

.260 
(4.37) 

.194 
(11.94) 



rndeRprfdent ' . ^ Males^ \ Females 

Variables . I uj I - ii, 

CRAFT. - . ^ .154 ' ' • ' - » .254 

, ^ . -{4.991 (3.45) 

OPEH * '■ , - ' .097. ' V. .182 

' . , . . (3.96) . .t. (6.89) 

LABOR ' ' ' . - ' > .087 ' .170 

•V (3.29) « (2.57) 



AGRI - -.304 - -.298 

\ ' (7.07) ^ o.is) 

GONSTO .. .122 - -.019 ' 

(3.69) { .23) 

■*1FS - ' -.016 ^- -.015 

( .52) .• ( .49) 

' TRANS ^ • -.010 •- , v032 

( .29) ( ;86) 

TRADE * ■ - -.170 - . "..157 

(5.65) - (5.74) 

FIN ' . - ,-,195 . , - -.042 

(6.50) <1.60) 

SERV ... - - -.172 - -.378 * 

(4.91) " (12.60) 

CCITY • - • ,*'16 - .118 

(8.08) (8.14) 

NCCITY - .101 ■ " ■ - " .099 

^ \ (6.95) (6.65) 

EAST . * . ' - . .014 - " .058 

. . ' ( .87) (3.45) 

SOOTH • • - - -'.107 - -.047 

(6.28) • (2.72) 

RSOUTH - • -.120 - -.098 

(4.37) ' (3.63)- 

-IWJUN - — .148 - - - •.075 

(7.04) (2.25) 

'CRFUN - i262 ' ' ' - .364 

■ , \ (9.90) ' . (5.55) 

SVTUN - - .106 - \133- ' 

(5.00). (5.10) 

CONST -.625 -.431 , -T.134 -.563 • 

R'' . .340 . 510 . 322 .521 

JSE .377 .325 ' ■ .378 • .319 
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The 'dependent varleble Is thk natural logarithm of deflated wage In 
_^ .1970.* The absolute va^ue of asyniptot<|j.t-stat1stics appear in 
parent)Teses. ^ 
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- > - Appendix IV. 1 

An Investigation ofthe Oeterrnin'ants of Sex Differences in Union Membership 



_ , ,It is well known that men are nwrejikely to be union members. ."(jhan women. In 
1970, for example, 31 percent of men and 16 percent of women in the American labor 
force were union members (Bergquist, 1974, Table 1). The' most commonly offered 
explanation for this is a systematic difference by sex in the occupational and 
industrial distribution' of the labor force, with women more often enployed in less 
organized occupations and industries. Alternative explanations include 

» ' ' ' » ^ i 

variatfons in^ rifgional. work patterns and the greater tendency of women to 
mrk in parttime jobs that are less likely to be unionized. Thus far none of these 
hypotheses has been empirically tested, - 

In this appendix, we briefly examine the extent to wH'ich the male-female 
unionisation gap is explained by differences in the occupational anfl industrial 
distribution and other factors by estimating a logit model of union' membership^ 
(A detailed discussion of the logit framework is presented in the Appendix to 
Chapter III.) ^ ^ ^ , ^ ' ' i 

The model is estimated in stepwise fashion. We first examine the impact of 
traditional' human capital variables on. the probability of union membership. (See , 
Duncan and Stafford (1977) and Schmidt and Strauss (1976) for similar fortnuUtions.) 
Occupatif)nal and industrial variables aire then added sequentially. To test for 
systematic structural differences the model is reestimated using data disaggregated^ 

by parttime employment, race, and region/ ' , . ^/ 

V 



ERIC 



The sample analyzed" is tlfe 2066 men and 1603 women aged 21 or over 
who wer0 employed as nonagricultural wage and salary workers in f9/0. 

' * , - . - : 

Respondents not rejjor^ffng unwn statusJi occupatton, and Industry were 

excluded. Means and Standard deviations for all variables appear in- 

\ * < • . ^ ' . ^ ^ c 

Tai)le*A4J. i^r^bably because of the youth of our sample, a .si|[ialjer 

. i, - ^ . . _ 

pfoportion 'are uniofilzed than in the general populatio{i~27 percent of the 

t * • • * 

sampljed males (versus "31 percent) and 12 percent of the s^pled fgmales 
(versus 16 percent). In each ca'se, me» are 15 percent more likely to be 
union members than are women. Union members are Jess educated, much l6ss 
likely to be parttime workers, , older, "^ive in nonsouthern and urban areas- 
than the sample, as a whole; Proportionally, more blacks areljnion mei^ers.^ 
The expecte^ occupationaV and industrial pattern of union membership is 

also not^d. \ * - 

. ( 

In reviewing these result§, we muSt acknowledge a* potentially serious 
limitation of the data which affects the classification of' workers into 
union members and nonmembers. In the \970 surveys workers were first 
asked, "Are your wages (salary) on thi§ [survey week] jjob set by collective 
bargaining agr'^eme'nt between your employer and a union or ejpployee 
associaition?" Those who responded affirmatively were then asked, "Are you 
a member of that union or employee asrsociati(5n?^^^i^strtcting the analysis 
to workers covered by collective bargainirfg would introduce a selection 
bias, since those who are not cove^'ed by such agreements are frequently 
not union members. Moreover, unions which do not negotfatfe f/ages are 
undoubtedly ip the minority, and the limited scope of their labor' market 
activities indicates the'need to distiiiflu'^sh betv/een these employee 
organizations and traditignal unions, for these reasons, respondents were 
classified as union members if they^espondend *affirmitavely to the union 
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-(question^ nonmenibers , if they reipondend negatively tg 'either the ^ . 

collective baifga^ining or union questions. | . * . 

Maximum likelihood estimates of thejogit model, utllizirig the full % 
sample, are reported in Table A 4*2» The derivatives, evaluated at the means . 



are reported in Table A 4.3. Equation 1 shows the impact of human capitei^l 
vc^riables alone on unionifa^ion. The results confirm the observat'Jons^^niade 
above on the basis of the means, as well as^ost of the results reported 
by Sctaiiit and. Strauss (1976). . Education has a small but significant negative 

•Mmp^ct on the probability of union membership. Being black or from an 
urbanized area has a .small positive effect. Nonsoutherners are more 
likely to be union members'- Perhaps the most important result, is that 
differences in human capital explai» virtually none of the male-female 
unionization gap. Our estimates indicate that even vyhen human capital i's*^ 
controlled, women are 15 percent less likely to be union members— which is 
identical to the differential calculated Using the saifiple means, and national 
estimates (from Berggfuist) cited earlier. ^ 

* When occupational dummies are included in the model (Equation- 2) 
the effect of the^sex variable declines to 9 percent/ The, parttime and 

s . 

southern residence derivatives decline slightly*. When industry variables are 



also added (Equation 3) the effect of the sex^vari^Je declines further, to 
Z percent. The derivative of the parttijae variable declines somewhat 
furtheV, with little change in the other. human capital variables. As 
expected, inclusion of industry variables reduces the impact of the bcdu- 
p*ational variables. . ' ' 

Disaggregation by parttime work suggest? that while women's greater 



tendency to engage in part time ei'iploymerrt explains a portion of the male- 
female unionization__differential , the lion's share of that gap is caused 
by the occupation and industrial distribution independent of parttime- 

. ; 132 - . .' • 
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■ work patterns. Among full time workers, women are 18 percent less likely 
■ • to be union members before controlling for occupation and industry. After 
occupational variables added,' 'female fulltime workers are st'ill* 11 percent 
. \./fess likely to be union members than male fulltime workers. ,In contrast. 
Parttime working women are slightly more likely to be union members -than-' 
are parttime working men; the magnftude of the difference is. small (2 
percent), however, and it must'be renembered' that parttime' workers i.n 
general are 22 percent less likely to be union .m'embers than fulltime ^" ' 
^ . workers (Equation 1). 

Estimates based on disaggregation by region and race were obtained and 
can be briefly summarized. The male-female unionization gap is somewhat ; 
saaller in the south, with southern women 9 percent less likdly than southern 
men to be union members/when human capital variables are conirblled, and 
^ 4 percent less likely (/hen industry and occupation variables are" 

The negative impact of parttime work is smaller in the South than in the 
nation as a whole, causing a reduction in the probability. of union membership 
to about 15 percent. The effect of race on unionization In the south is 
' negligible. When the data are disaggregated by ru»,e we find that black , 
women are 11 percent to 17 percent less likely than black men to, be union 
. * - * . ' members, depending on the specification _of the estimating equation. This 

._i:offlpares with a negative sex effect of 5 to 13 percent for whites. Parttime 
work is. associated with a 30 to 34 percent decl-ine in union membership. among 
- ■ nonwblteS, compared to a 16 tp 19 percent decline among whites. 

To test the robustness of our result-s, v/e estimated linear probability , 

*" ■ • 
models for three alternative specifications o^ the dependent variable. Table 

« ^ 

A_ 4.4 reports regression coefficients anc* t values estimated for the female 
variable, for each of two formulations of th^ estimating equation—the first 
Irtclucfes sex, race,, region, parttime status, age, education, SMSA; the 

ERIC • ' ' J-33 



second adds occupation and industry. The first set of results (union/, 
nonunion for the complete sample) uses a dummy variable which is one if 
the individual is a union member, zero otherwise, The definition of union 
member here i3 identical to the. one used in Tables A 4.1 to .A 4.3, so 
these estimalJes correspond exactly to the logit results discussed in. this, 
section... The coeff'icients are highly significant and somewhat larger in 
absolute valuc^than derivatives of the sex variably reported in Table 
A 4.3, columns (1) and {3). The second set of results (collective bargaining / 
not collective bargaining for the complete sample) uses a dummy variable set 
equal to one if the respondent says his wages are set by ^collective 
bargaining. This variant is includedbecause all respondents were asked 
this question. The sex coefficients for this second set of estimates are 
evep larger in absolute value th'an the first set of results, although the 
imt)act of occupation and industry on the estimated sex effect is nearly^ 
identical for these two" sets of estimates. The third set (union/nonunion ! 
for the sample restricted. to persons covered by collective bargaining) 
yields estimates very different from, the first tv/o sets', ^indicating a much 
smaller male-female unionization gap. The roughly 7 percent gap implied 
by the limited specification is inconsistent with the independent e«*imate 
of 15 percent from Bergguist. and .is evidently .due to^^sample Selection bias 
wheh.the observations are limited to those who responded in a particular 
■ way to the initial collective bargaining question. 

THes^ results confirm the hypothesis that the occupational and industrial 
distribution explains' a significant portik)n of the male-female unionization 
gap! The role of the occupational distHbutioris Urgely independent of any 
variation in either human capital of/the IncidenceNof^ parttime work. A 
substantial part of the mal e-f emaje unionizf Jon qap remains unexplained. 
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Omitted vaHables undoubtedly account for a portion of the remaining. 
jdiffeferitiaU No measures of sex discrimination by urrions or systematic 
male-female differences in tastes for unionization are available^ An* 
additional difficulty may be inadequate control for sex differences in , 
the occupational distribution, due to the highly aggregated nature of our 
variable's* In spite ^f these deficiencies, the explanatory power of occu- 
pfi^tion and industry is impressive. This suggests, an important avenue fdr 
future research: investigation of the career decisions that result in; 
the observed occupational and industrial distribution. Until more is 
known about the dynamics of occupational choice and its interrelationship 
with the unj^ membership decision, we will not. truly have , a behavioral / 
explanation for sex differences in union Hembership* 
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. TABLE A4.1 ... <- 
HEAN -VALUES OF INDEPENDENT VARIABLES BY UNION HEM&ERSHIP STATUS^ 



VAAIA6LE 


. DESCRIPTION^ 




HEAN 




Union Meirbership Status 
Nuinben oJrRespondents^ 




Menter 
754 




Nonmenter 
2919$ 


Personal-fe^ajJffCtMoistics 


^ — nmsL. 








RACE 


Respondent Is nonwhite 


.28 


* 


..25 • 


SEX 


' Respondent Is- female 


.26 . 




' ^f»8 ^ 


h EDUC 


' Years of formal education c(^Dleted 


12,29 


f 


12.64? 


A6E . * • 


Aoe In^vears 


24.19 




22.73^ 


PT 


Works <'35 hrs/week 


.05 




.20 


Location.^ 


, \ 






• 


ouuin 


Respondent lives In southern region 


22 




<> 

.42* 




Res Don dent lives In SMSA 


.71 . 




.64 


Occupation 










/ PROF 


Professional and Technical Workers 
Managers and Officials 


.16 




.19 


MANS ■ 


.02 




.0«t • 


SALES - ' 


Clerical and Sales Workers 


, .15 




.31 


CRAFT , 


Craftsmen anil Foremen ^ 


.17 




.09 


. OPER 
LABOR 


Operatives ^ C ^ 
Laborers ^ 


« .36 
.69 




.18 . 
*^.04 


PHSU^ 


Private household workers and 
occupations not reported 


.06 




.12 



Industry 
CONSTR 
MFfe 
TRANS 
TRADE 
FIN , 
^ERV 
PAd; 



Mining and Construction 
ManufactWing 

Transportation and CormiunYcatiofT 
Wholesale and Retail Trad^ 



^Fi nance » Insurance and Real^ Estate 
Services 

Public Administration and industry 
pot repptted 



.09 
.45 
.14 
.08 
.18 

;oi 

.06 



.06 
• 25 
.05 
.19 
.30 
.09 

.06 



a. The sample is the 3669 respondents who were employed as nonagri cultural wage and salary 
workers in 1970 and reported occupati^onal , industrial and union membership status. 

b* With the exception of EDUC and AGE all variables are diehoforoous assuming the value 1 
if the indicated requirement fs met, 0 othentlse. ' . / 

c. The* lower mean ag^ for females it due to the timing of the surveys. The male's 
surve/Vas Initiated in 1966 while the female's was irfUlated^in 1968. thereby 
restricting the sai^le to men age 21 to 28-and women aged 21 'to 26 in 1970. 

d* Omitted in estimation. • • ' 
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TAM.E A4.2 



OeteMlfVatS of Unfon Hcc^rshlp: 



Stratified »y rulUircvnd Ptrttlf« Uorkers 



la ^v-jL 



— 7^^ — r 



Cqmtlon 



in 



"TlSl 

\Pfcrfcnl 





.479 
(4.S2) 


395 
(3:56) 


(3.53) 


.MO 

(4.96) 


(4.29) 


* .499 
(4.21) 


-.285 
(•59i 


-.321 
^. (1.66} 


* SEX 

» 


•.999 
(10.53) 


(6.17) 


• - • coi 
(5.*32) 


• 1 . 

<n.o8) 


\« 71ft 

(«.39) ^ . 


•. /JU 

(6.23) 


cic 
(1.26i 


.846 
(1.67) 


eouc 


^' (3.71) 


.032 
. (1.36) 


028 
(lilS)^ 


_ MO 

5 •.vOO 

(3.68) 


(1.15) 


•UcO 

(1.05) 


.064 

(.79) 


.067 
(.67) 




.027 
. (1.37) 


037 

^ (1.82) 


(1^0) 


(.97) 


.027 

(1.27) 


*029 
(1.33) ^ 


.061 

(.69) 


.055 
(.59) 


ft 


/•I. 608^ — 
f (8.76) 




; (8.46) 












SOUTH 
SMSA 


.178 
. (1.83) 


-1 174 
(10^62) 

^ 330 
(3.28) 


* 1 . I/I 

(10.41) 

339 
t3:30) 


•1.181 
. (10.60) 

. 1 JO 

(1.36) 


^^(10!68) 

'^H^^^H 298 
^99(2:87} 


•1.235 
(10.55) 

.310 

(2.92) 


, -.771 
(1.62) 

l.dOO 

(2.43) 


•'.734 
{1.53) 

1 17£ 

1.4/0 

(2.39) 


PROT 




' 117 

(.64) 


(.23) 




» ' .680 
" (3.40) 


.470 
(2.26) 


- 


.243 
(.36) 


MNG 




^1 Vic 

(3.78) 


-1.420 
(3.83) 












SAICS 




*. IvO 

(.55) 


•.395 
(1.90) 




.391 
(2.05) 


.192 - 
(•57) 




• 175 
(.34) 


CWfT 




.921 
(4.39) 


.628 
(2.70) 




1.485 
^ (7.45) . 


1.227 

(5.72) > 




.652 
(.79) 


ow 




1.272 
(6.80) 


.837 
(3.86) 




).8S4 
(10.28) 


1.476 
•(7.34) 




-•100 
(.13) 






1.235 


.843 
(3.21) 




1.815 
(7.45) 


1.502 
(5.78) 




.882 
(1.06) 








-.220 
(.86) 




f 


.216 
(.91) 












-.064 
(.») ' 






/ •546 
(3.Q0) 






TfUMS 


- D 




.916 
(3.84) 






1.395 
(6.34) 






TRADE 






-.699 
(2.97) . 






-.561 

(2.48) . 






Vw , 






-.360 
(1.71) 




• 


.245 
(1.27) * 






sow 






-1.932 






w 







ff.«) 



II ^ 3669 

jr* (dO 393.7 
lU^lo Indtx .106 



3669 
AIL 
577.4 (13) 
.155 



3669 
ML 
696.4 (19) 
.187 



3060 
FULL 

283.1 (6) 
.085 



"3060 
FULL 

461.2 (11) 
.138 



#'»60 
FULL 

545.5 (16). 
*166 



609 
WtME 
16.1 (6) 
.068 • 



609 

20.5 (111 
.077 



Itportcd cOffflcUnts «r« raxlnua lllcllhood tstlMtes of th« Mr««tttrs of « lo9lt iodtl In vhlch ^(^ndent v«rl«blc, UNICH. tui^.i \ht vttoe 1 
If the rcsp04)d«nt U « union t««tr, 0 othtrxUt. Tht «bio1ut« vtlvcof asysptotic t. statistics «pac4r In pircntheseL. Independent verltbUs ere 
defined In Ttbte A4.1. \ -ly- - 

ALL fndicitts the entire s<ro1e. FUIL Indicates the sefple of ell respondents with usuil hotjrs'of work (per week) > 35. ind Indlcetet the 
li^lt with usu«1 hour; % 31. In estlivstlft') ute »iode1 for the HIHL stcplf of ell of the Indo-.tr/ tni soc* of theloccMpatlOA verUblci ere onltted 
btcewse of fftittfflclent varletloaor rcprtientetlon. 
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Table A4-3 ^ 

Derivatives Evaliated at the*Mean: Union Membership Model 
. ' stratified by Fulltime-Parttime Workers^ 



Sample ^ 



(1) (2) (3)^ (4) (5) (6) (7) 

Prob(UN) Prob{Utf) Prob(IJlD Prob(UN) Prob(UN) Prob(UN) . P.rob(UN) 



.067 
-.139 
-.009 

' ,004 
-,224" 
-J60. 
.025 



ALL 



.051 
-71387 

.004 

.005 
-.224' 
-.152 

.043 

.018 
-.177 
-.014 

.119 

.165 : 

.160 



ALL 



<.048 
-.U72 
.003 
■ .004 
-.196 
-.141 
.041 
-.006 
-.171 
-.048 
.076 
.101- 
.102 
-.027 
.008 
.110 
-.084 
-.04? 
-.233 



ALL 



.090 

rrsi- 

.011 
.003 

.194' 
.022 



FULL 



.077 

7m- 

,004 
.004 



.del 

.231 
.289 
.282 



FULL 



.075 

.004 
.004 



-.191' -.186 
.046 -'.047 
.106 . .071 



f.029 
.184 
.222 
.225 
.033 
.082 
.209 

-.084 

.037; 

L 

FULL 



,012 



,003 
.003* 

.031 
.061 



(8) 
•obt 



ProbTUN 



PTIME 
¥ — 



-.013 
. 033 



.003 
.002 



-.007 
.026 

-.004. 
.035^ 



- PTIHE 



The dependent variable. (UN) assumes the value 1 if the. respondent is a union member, 0 otherwise. 
" Independent variables are defined in Table A4.1. ' - 

b\ . See footnote b. 'to Table- A4. 2. 
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TABLE A4.4; • ^ ' 

Uneai* Regrejislon Estimates. of tlla Sek 
Differential in Uoton Hajiberships^ 



■Dependftitf Variable _ Sample - ^ Limited^ . . Full 

... (Sample)' Size Specif ication"*. Specification*^ 

Union/Nonunion • , 3669 ' -.143 . ..080 • * 

(Complete Sample) . • ' 8 (10.92)- (. 5!40) 

Collective Bargaining/ - ■ - 3669 ' -.155 -.093 ' 

Not Collective Bargaining „ ' ■ ■ . - . (11.03) \ ^ (.5.92) 

(Complete Sample") . , , - , . - 

• * ' ■ ■ ■ ■• ■ - ' " 

Union/Wbnunion * , ..iv 922 " ' -.067 ' -.ois,, 

H^RestHcted: Respondents V ... ( 2.35) .57) 

cbvered by Cpllective Bargaining) '• f » , - 

• • ' ' ' ' 

a. t values in parentheses. , ' - . 

b. Limited specification includes as independent. vaniables sex, race, region, parttlme 
status, age, education, SH^. . ,.* : ' 

c. Full specification adds obcypation and inElustry to* the limited^spec.ification. 



' • • CHAPTBR V 

;^ The Determinants of Job Changing Activity Among Youth 



, * 'Frequent job chaiiging is a' central characteristic of the youth labor, 
market*, Ir) the past, the proportion of 18 to 24 year olds who change j^obs 

has been at least twice as high as. for the population as a whole. ^ Other 

% / ' ' ' ■ ' 

data .suggest that newly hired workers are much jnpre likely to change jobs 

than more experienced workers, with a sharp increase in. job stability when 

the ''individual has been on* the job a ^ear or more.^ 

. Researrchers disagree on the desirability and impTications of this turn- 
over. Some^ argue that the high turnover rat€s among youth are the result. 
9f a useful process of gathering market information. Before long term job 
commitments can be made, information is needed on both sides of the market. 
New workers and employers hive imperfect information about each other, which 
only.flirect contact can remedy. IJorkers must learn about worthing conditions 
and future prospects with the firm; employers have only 1 imited. information 
on the actual productivity of new ly> hired workers.^ With^^uf-^icient flexi- 
bility in the^irms* ability to adjust wages and working conditions, mis- 
matches can be rectified hy renegotiating employment contracts. Otherwise, 
separations frequently occur; both workers and employers must search for . 
Improved matches. In this settinq* turnover is desirable, facilitating an 
improvement in the worker- job match. 
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Contrasting with this view is th^^ argument that much of the turnover 
in the youth labor markej: is random and undlrfected.* In other words, turnover 
is excessive and seriously aggravates .the problehi of high unemployment. 
Han (1970) presents the argument quite clearly: 

— The ccntrjT problom GGcms to be » that som e groups in the ■ — — — : — 

. • labor force havie rates of unemployment that are far in 

excess of the rates that would accord with the hypo- : 
thesis that the unemployed are ma-king a normal transition 
from one /ob to another. ' Some groups exhibit what 3eems 
to be. patho^gical instability in holding jobs. Changing 
from one low-paying, unpleasant job' to another, often 
several times a yeeir, -is the typical pattern of some 
workers.* (p. 389) * 

.Unfortunately, choosing between competing interpretations of the pur- 
posiveness of job changing activity in the-yOuth labor market is hampered 
by a lack' of solid, empirical evidence. In' thjs chapter, we begin our 
examination of this issue, investigaiting the determinants of tarriover in 
the youth labor market,. ^ . ^ ' 

5.1 A Mo del of labor Turnover ^ 
' *" ■ «» 

In competitive labor*mBrkets, noncom^ensating wage differentials efode » 

* N . • . 

I 

over time. Wages increase for workers i;eceiving less than their potential 
and fall for ttiose earning more. Frequently, however, existing different 
tials canpot be liquidated if workers reriain at their current jobs- Nominal 
wages are ol'ten inflexible, particularly downward, and an Mncjividual worker's 
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productivity at the current job may be lower than at alternative jobs. In 

such instances, labor turnover becomes important to the efficient operation 

• * * '* 

cof the labor market, ' • 

» « 

The turnover response of workers to wage differerttial^ has been exteri- ■ 

sively analyzed, with researchers typically relating industry quit rates to, 
interindustry wage differentialVc^ The general finding of this research is' ^ 
a negative relationship between quit rates and wage differentials, supporting ' 
the contention that the wage structure stimulates a desireable (more effi- 
cient) , allocation of resources in the labor market. That is, workers move 
to jobs where their capabilities will be effectively utilized. Empirical 
studies of the determinants of layoffs have been more limited, concentrating 
on the role of such factors as firm-specific human capita^Kand union member- 

* ship. 5 

I ^ . . — • ^ 

A limitation, of roost empirical s£udies of labor turnover is the use of 

' current wage as the major incentive variable. Both within anci among indus- 
tries, workers differ in their productive capabilities and, in a competitive 
market," wage rates vary among Workers to reconcile these productivity 

- differences As Parsons (1977, p, 207) notes in his recent survey of labor ^ 
turnover studies^ "the quit probability should be negatively related to one^s 
current wage relative to the mean of one's al ternati ve^wage distribution..* 

' [but ]^.. only information on cur^t wage ic directly 'observable and available." 
What is needed, given^^e het'erogfeneity of workers ai^ jobs, is a worker- 
Specific measure of alternative opportunity. 

In the preceding chapter, we developed the' concept of" the marjcet 
differential— the gap between a worker's current and market or potential wage. 
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The market differential 1 



or decrease in wage rates 
the market differential i 
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5 a measure of alternatives, conveying information 



to both worker and employier. To a worker, it indicates the potential increase 



he couJd expect if he changes jobs. Tcan'^pl.Qy^r 
Indicates that a gap exists between the worker's 



current wage and the market rate. Maximizing behavior by workers and 



employers ^implies that negative market differentials (maricet wage greater, than 
current wage) w'ill stimulate quits, and that positive differentials will 
encourage layoffs. 

In additiop^to the ^narket differential, many other factors influence 
turnover decisions. Workers consider nonwage characteristics of the current 
job and costs of changing jobs; employers consider severance payments and 
hiring costs. Both groups are influenced by the potential loss of firm-specific ' 
human capital,^ and the $tate of aggregate economic conditions/ 

Equation (5.1) describes a jnodel of job turnover that inricorporates some 
of these concerns: . • . 



ERIC 



' ^^'^^jCa/ a + 1) ='TURN (MDa, Z^), 



where 



a = age at initial survey, 

a + 1 = age at subsequent survey, 

TURNj^a^ a + 1) ^ probability of turnover aJternative j 
between age a and a + I (the four altema- 
tivc fomia of turnover considered are:* 
Q? » quit, LO =^ l^yort, OH ochfer / 
job changers, and SJ h job stiyers)^. 



a 



market differential at age a, 

vector of other current •job and situation 
variables at age a. 



(5.1) 
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Turnover activity is described by four mutually exclusive and exhaustive 
• variables indicating that a worker quit his job (.QT), was 'laid off his job 
{L0)> ' was, discharged or left'his job without reporting a reason (OR),, or 
remained at his job (SJ) during the one year period between surveys. Each 
turnover variable assumes the value 1 if the alternative occurred, .0 otherwise. 
If multiple job changes occurred>^the re^ason for t'he first job change dominates. 
Alsoi layoffs returning to the same employer are classified as job stayer^. ^ 

Details on, the operational specification of the market differential 
variables are presented in Chapter iV. The other explanatory variables are 
constructed frorri responses to specific questions from the survey at the Initial 



^ ^ age ^nd include: years of tenure at the current job; years of 'ed^cpiic^n com- 
pleted; dichotomous variables indicating that the respondent is black or 

married; and the set of market opportunity variables indic*ating the year in 

* which the respondent was the relevant age. . ' 

The turnover model' is estimated using rpul tinomial logit ^nilysis, where 
the dependent variables are the alternative turnover activities. For each age- 

• the sampJe examined is respondents the requisite age in any survey who were 
employed as wage and salary workers in that and the next year's .survey. 
Resfjondents the required* age in the final survey year* (1970 for males and 

for females) are excluded since we cannot observe subsequent turnover 
activity. In addition, males the required aga in 1966 ^Ire excluded because 
the 1967 survey did not obtafn^any information on reasons for job changes. 



Besides including a worker-specific incentive measure, our analysis 
differs from most existing turnover studies ^by examining all turnover, 
delimited by type, in a unified framework. Also, our use of individual 



microeconomlc data to estimate the model complements the extensive analysis 
■of labor turnover using industry data. ^ • • 

5;2, The Determinants of Job' Turnover ^ 

Table 5J descriJ)es the variables, reporting the mean values fay su6- 
sequent turnover activity at ages 18 and f 4 with the sample disaggregated 

• > 

by sex. Maximum likelihood estimates'of ihe logit turnover model's para- 
meters. for the age 18-19, 20-21, and 24-25 iterations are reported in 
Tables 5.2 and 5-3 • The reported estimates use the instrtmental specif i- 
cation of the market differential variable—that is, the difference between 
the predicted human capital (or^potential ) 

wage and the predicted wage when structural variables are added* 

Because only three of the four sets i)f coe/ficients are uniquely defined, 
we adopt a normalization rule of setting the job stayer parameters equal to 
zero* The reported parameters thus indicate the effects changes in indepen- 
dent variables have on ^the relative probability of a given turnover activity. 
Derivates evaluated at the means fire reported in' Tables 5.4 and 5^.5. The 
derivatives reveal the marginal effect of^a change in the independent variables 

on the absolute probability of a given turnover ^activity, in the vlcln.ity of 

^ * ' 

the sample means- (For -a more detailed discussion of logit, see the appendix 

-/ 

to Chapter III.) • ' - 

*• \ - 

Among our ipore interesting findings ^re the following: 
Market Differentials . ' . » 

The market differential has a significant negative impact on the quit 
decision for males. Assuming mean values for the other variables, the age 24 
results Indicate that for a worker with ^20^ percent positive different ialN^ 
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the probability. of qyittln^ •M, If the same worker had.a 20 percent ^^fc^ 
.'negative differential, his probability of quitting would rise to .20r In 
other words, moving from a differential about one standard deviation below 
to a differential one stajridard deviation above the mean (MD has a standard 
dnviat-inn nf .10?) flo?frft A5iA & t hP ftypprtftH pr nhahility of quitting bv aboUt * 
43 percent.' For young males voluntary tuirnroyer represents a purposive 
response to economic incentive. , ^ , • ^ . ' 

Females are another matter. Here the impact of the market differential 
on the quit decision is usually insignificant,^ The coefficient does, however, 
become more negative wlth^age* T1ie voluntary turnover behavior of feniales 
thus appears to be much more undirected than that of males. Examining the 
effect voluntary turnover has on wage change ija Chapter VII w^'ll help 
clarify these conclusions* 

Our expectation that. positive market differentials would increase the* 
probability of being laid'off is not supported by the data. For both sexes 
and at all ages, the market differential has an insignificant impact on the 
layoff decisions of employers. ' 

If we replace MD with the residual specification of the market differential 

REDID, the results are. not qualitatively altered; the level of significance in 

the quit equations increases slightly. For example, at" age, 24, the derivatives 

(and t-values) of RESID are -.06 (2.41) for males and --05 (1.63) for females. 

r 

If we replace MD with the traditional incentive variable used in mobility* 
studies-factual wage or its logarithm— the estimated impac.t and level of ^ 
significance in the quit equations are substantially below' thosef obtained using 
either specification of the market differential variable. 



/. 
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Our results can be compared to Mellow (1977), who estimated a similar 
model pf labor turnover with data taken from the NLS' survey of middle-age • 
males* The major difference in metijodology is that here we stratify the 
sample by age. For the middle-aged males sample, the market differential / 

. has a slightly more significant negative impact on the probability of quit- 

* ^ " 

ting and arhighly sigrvificant positive impact on the probability.pf layoff. 
The fact that, for a given market differential, older workers are more likely 
Id b6 laid off is somewhat surprising, given that employer's turnover costs 
are probably hijg|ier for oldej^ workers . One possible explanation for the 
result is tfyit the market differential is measured with more error for younger* ^ 
workers. young ages the measured human capital vector is more homogeneous 
and implicit purchases of training opportunities may be larger than for 
workers in the oldetr age range. Measurement error in MD would bias the 
estimated impact of market differentials toward zero in the turnover model. 

Job Tenure ' ^ ' h * 

The year-at-x:urrent job variable serves as a proxy for firm specific^ ' 
human capital, nonpecuniary benefits, and the general agreeableness of the 
worker-job match. ^ Consequently, it is not surprising that by age 20 job tenyre 
is the dominant explanatory variable in. the model, significantly reducing the 
probability of each turnover alternative. The strong showing of the job 
tenure variable coincides with the results of others. 

Race 

Other thjngs equal, blacks do not in general have significantly higher 
turnover probabilities. In interpreting this result recall, however, the 
rather specialized nature of our analysis. We examine young workers employed 
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irh adjacent surveys. WorJcer§ leaving their current jobs but not *enip1oyeci 

at the time of the next year's survey < are excluded from the analysis-, as 

are workers still unemplpyed. " • - 

It is also important to remember that here we are ex^tmining turnover * 
and not flovys into unemployment Thus our findings should not b e compared 
to studies sJch as Hall (1972), who ex^mines/the impact race has on the 
probability of becoming unemployed. Only a small portion of job Ranging 
results in unemployment and as we will see in the next chaptar, this pro- 
portion varies systematically by race.. , 

In a study somewhat similar to our turnover analysis, Flanagan (1974) 
u^ed the f<LS young men'l data to estimate separate models of the probability 
0? quitting, and being laid off. His procedure is much the same as. ours. 
First, he estimates a potential wage regression. He then includes the 
residual from the wage regression as an Incentive variable in the turnover* 
analysis. His specification of the potential wage regression differs frOm 
ours in two 'important ways: he excludes race as a variable and include^ 
industrial and 'locational variables. By including structural variables in 
his potential wage regression, Flanagan implicitly assumes that a worker's ^ 
alternatives are limited to remaining within^his current jocation^and 
industry, a* seemingly overrestrictive assumption, Our alternative treatment 
of ..race simply represents a difference^ in approach. We Inclui^^^^rac^^ 
potential wage regression for two redstms: to control for unmeasured aspects 
of human capita^^.and to isolate dif^erentta'^s not related to race,, such as 
market encla/es ,and djsequil ibria. The sain^ s true for our treatment of sex. 
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Since we have purged the market differential of its racial (and sexual) 
components, we consequently enter race (sex) as separate variables fn 
the analysis, thus. Identifying their impact. on turnover. , * 

Given this difference in^specif ication, Flanagan finds that being black 
has a significant, positive impact on la.yorTs, but no detectable Impact on ^ 
quits. His wage residual .variable has a significant negative impact on 
quits; an ^:|j^significant positive ijnpact on layoffs. He interprets the 
negfitiv^ coefficient of the wage residual in 'the quit equation as indica- 
ting that "the effect of wage discrimination and occupation segregation 
is clearly to raise, the pcobabiTity of black quits" (p. 23). By including 
a control for race (or stratifying the sample race), however, Flanagan 
removes'^hat component of the wage residual he is most intereste^in. In 
contrast, our approach explicitly introduces the racial differential. 

Education, Marital Status, and Sex. ' ^ ' 

Education and marital status have little effect on turnover exce 
18 year old males, where education significantly reduces the probabi] 
quits and layoffs, and marriage increases the probability of all job changes. 
Estimates of the sex coefficient using the. combined male and female samples 
(reported in Table 5.6) indicate that females aije less likely to be .laid off 
or tP quit, and more likely to change jobs for other reasons.^ However, the 
>eason-for-job-change variables are better identified in the male survey, 
which may seriously bia^ any inter-sex comparisons of type , of turnover 
activity. . , * 
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A Aggregate' 'Economic Conditions ' • ' * 

Mai\ket opportunity variables, which corvtrol for variations in aggre- 

gate" ecpnomic conditions by indicating the year respondents were the rele- 

Vant a^er-^tually refer to turn^er activity during the next calendar 

year for nren, during the current< W[^yor women. Over the p^fiod 1966 
to 1971, unemployment was inittalTyrow, moved slightly low^, and then, 

beginning in 1969, increas^d.^draf^atically • Since ^aggregate data reveal 

that quits decrease^^^^yoffSv^ Increase as feconomic condition^^etertorate,- 

it is not surprisin^^to find. i^tgnificant posftive coefficients of variables 

fior 1969, 1970, and 1971, in the laWf equations/ (Even where the coeffi- 

cients are not^ statistically significant, the 1969. coefficient is generally 

larger than the 1967 coeff icienl^for men; 1970 is larger than 1969 for women.)* 

Somewhat surprising, however, is the finjiing that the ,probabil ity of quitting 

significantly increases after 1968 for women. 



5*3 Selectivity Bias and the D raft ' ^ - ' 

^ . ^ \ ' • . 

One shortcoming of our analysis of job turnover is that we eliminate 

es^ftndents who are not interviewed or not emp^oyedj'n subsefluent surveys*/ 

\ ■ . 

Many of these"^ respondents were males drafted into the armed services during 
the Vietnam War. Before concluding, we.brjefjy ^examine what effect exclud- ^ 
tng these respondents (jwho are not random'with r^ard to individual 
clj^racteristics) might have on results reported in Section 5.2, 

Da||i on IB.year old malU were lB){aminedno determine some of the 
characteristics of jati<3feaveVs who were not employed in the subsequent survey. 
Observations were classified accoj^dins 'lu their most.probstble reason for 
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becomtng $ job leaver. The only respondents included in this tabulation 
were those Wte^vieWed In the subsequent surve^ (at age 19) who were not^-^ 
employed and those not interviewed! t^acause they Wefe in the drmed Services. 
^ S^enty-five percent of the 285 job leavers were in the armed services at the 
time of the 'second 'survey. ^ 

•A turnover Id'git model which includes the four alternatives of the 
job change model presented in the previous section, plus a fifth alterna> 
tive for the 285 nohemployed job leavers', was estimated. Being marrted 
, significantly reduced the probability of being in this groupi.no other inde- 
pendent' vari-ables were 'significant, and coefficients for the other activi- 
tiGs^were virtually unchanged. These findings do not necessarily indicate 
^ that the estimated job.change parameters would have been unchanged if the 
• • draft had not removed most of these job l,eavers from the survey, sirice there 
is some indicaVJorTthat the draft overselec©^the poor and black. ' But 
the fact that race, and,^ education do not serve as good, predictor's of leaving 
s,uggests that the-bias may be small.. . " . 



■S^A Concyiusions 



In thif chapter we examined some of the determinants of turnover in the 
- ' 1 ■ 

youth labor market.. Our major findings'can be summarize^! as follows: For 
mal^s, market differentials have a significant negative impact on the probabil- 
^ity of quitting, .'and" art insignificant impact on the probability of being laid 

Dff, The tyrnover behav.ior of females is not significantly affected by market 

• • ■ '* . ' \ ' , - . • ^ " ■ 
differentials. Job-tenure U a^strong deterrent tetany type of turnover, 

* ' . ^ ' » 
-while be-ing nonwhite or, married haS no sign: Meant, independent effect. Con- 

trolling for other .factors , females, are les;. -J^ikely than males to qui-t or be 



' laid off, and more likely to change jobs for other reasons (although, here 

the results a^pe p-robably at least partially spurious because of data problems). 
Ftnally/ a deterioration in aggregate labor market conditions increases the 
thances of bping laid off. - , 

Our f1ndir>gs' indicate that for males voluntary turnover ia the youth labor' 
market represents an explicit attenjpt to Improve ecpnomic position. Males •who 
quit'are those who receive less than their market'wage. For both sexes, 
• \ !uKsati"sfactory-4job matches appear to be an important cause of youth turnover; 
• the accumulation of job tenure rapidly diminishes th'e like^hood of changir^ 
jobs. It is -noteworthy that job tenure is the on\y variable for which^we^ 
observe a clear/ age-related variation in its impact on job chajigjng. Th|s sug- 
gests that .an Initial period of random search in the llbor market quickly 
gives way to a more system^atip pattern of job changing activities* However, 
an obvious limitation of 'the analysis is. that we have only examined the deter- 
minants of turnover, not Us economjc consefluenoes. In succeeding, chapter's 
we attempt to overcome this limitation by incorporating turnover 6ehayior into 
investigations of unemployiflent and changes in wages between adjacent surveys 



•^'F^ootrtotes to Chapter Ji/ , 

. r- K\ -■ . .... . .•; ■ , 

• T . ■ . 4 ■ ^ • % ■ . 

'BancVof t, and Garfink'te (1963) report that. 23^5rpepee»fe*j^J5.jajWv^a^^ 
■*','.".. -- - , 
year-old. [n4re workers and 24.4 percent of ,§0 to 24 year old male, worke|ps 

' ' , - . ' ■ ■ ' 

cHamged jobsrin 1961 conipar|d to 10.4' percent of all jnale workers.. - _ 

' * ' ■«, - 

•• ' . ' ' ■ .' - 

. ; ^ee Garf inkle (1964). 

' •' ' ' . ■r .' 

^See Spence (1973) for discussion of the importance of wbfrker charac- 
teristics 'as "signals" *in labor markets character.ized by uncertainty, 

» See |pr example,' Stoikov and Raimon (1968)f Burton and Parker (1969, 
.'Pencayel (T^)-, and Parsons (1972)/i " ' 




•^See Parsons (1972) and Wedoff '(1976) . For a recent survey of labor^ 
turnover studies, see Parsons (1977) • 



^^To th^;^xtent that firm-specific human capi tal is correlated with- the- 
interaction ter^ in t1ie Stage H wage regression (B y in equation 4), the 
instrumental specification of the market^differential nets out an average 
return on sych i'nyestments/ ^ . k * s ' ^ , * 

^For a c^ptailed discussion and anfa>ysis of temporary J ayoffs—tho^e . 
returning to the same employer, see Feldstein '(1975^ 1976).^ In jjght of ' ^ . 
Feldstein's (1975) fi'nd'ing thaf approximately ^85 p6rce'n|t of all fayof f s / return 
.to^their prior "employer, studies that use industry data estimate tayoff -r . 
equations- (Parspnss 1972, .and Medoff, 1976) are .primarily* anal yring the 
'determinants of "temporary" layoffs; , • ^ - ■ ; 

^ ^Other recent efforts using Individual microeconomic ^ata. to investigate \^ 
labor turnover include-^Hall (1972), Flaiiagan (1975) and Barte^l -and Borj-as.(1977). 



®We, do not con#ol for gll determinants of job cbar^ges. In^ addition,* 
tenure Itself is conditioned by turnover behavior. Consequently, to the. 
extent that the lyjobseVvables are correlated with job tenure, job tenure 
becomes a proxy for the untQeSsflred 'factors. For a discussion of the impli- 
cations of this problem see Heckman ?nd Willis (1977). ^ * 



n 



See footnote 10 in Chapter 'IV. 



. ^^Otber noninterviewees are excluded because ^t could not be determined 
whether they left their prior jobs. ^ ^' \ , 

^3por a further discussion, see Kohen and Shields .{1977)^ 
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' ' TABLE. 5,1 
Variables Used In Turnover Anal/&is^ 



- / 



Variable 


Description 


■• 


» 


\ 

Male 


Mean Value by Dependent Variable Category 
Age '18 


reroaie 












' LO 




OR 


SJ 


QT . . 


LO 


OR. 


SJ 


KD ^ 


Market dIfferentlaT 


-.03 


' 0 




-.04 


. 0 


.04 ' 


.01 ', 


-.02 


.02 


CJT 
EOUC 


Continuous yeai^s of 
^^loymejjt with current 
or last employer 

Years of formal educa- 
tion^ completed 

♦»* 




.33 
10.97' 

• 


r 


.30 * 

n.47 


.28 
, 11.63 


.27 
11.58 


.06 ' 
li.56 


.22 
11.54 


.44- 
J 1.44 


MCI (0)^ 


^Respondent 1s*nonwhUe 


- ..35 . 


.37 




-.43 


.29' • ' 


.31 


.25 • =■ 


' .27- • 


- ,24 ■■ 


MST (D) • 


Respondent Is marrled^ 


.16 

e 






.17 


' .08 


V 


.06 


"J4 


.13 ' 


1^67 (D) 


r 

^ Respondent was Indl canted 
ape In 1967 * 


.17- 


•27 




. .70*- 


' .34 










1968 (0)<= 

1969 {0) 


Respondent was Indicated ' 
age .In 1968 

' Respohdifnt was Indicated 
age In l$6d ♦ 


.44' 


t 
•43 




.16 


.31 


.23 

.39 , 


.19. 


.25 
.43 


.46 
.21 


1970 (0) 


•Respondent was Indicated 








mm. 




- .38 . 


•38 


;32 


.32 



age }jn 1970 



TABLE 5,1 CONTIKUED 
Variables Used In Turnover Analysis 



Variable 



Hale 



HeaiT Value by Dependent Variable. Category 
- Age ^24 



Female 





QT 


LO 


OR 


SJ/ 






. LO 


OR 


— 








-,03 


-.01 


-.03 


.01 , 




-.02 


-.05 


0 




.01 




MT 


.97* • 


.50 


*,52 


1.90 


# 


.87 


.52 


,66 




2.40 




€DUC ■ 


12,18 


9.93 


11,12 


12.38 




12,93 


12,82 


12.53. 




12.75 




RACE 


.23 


..30 


,35 ■ - 


.21 




.31 


>.36 


.31 


t 


.23 


I 


HST . 


"•■ .65 


.66 


,71 


,7V 




.61 


,64 


.64 




.62 , 




1967 


.33 


-.39 


. ,65 


.38 










• 






1968 


. ^ .42 


■ .29 


. .17 


.35 




,14 


-.18 


.45 




.40 ■ 




1969 


^ -.25 


.32 


.18 


..27 


% ♦ ■ « 


.32 


,09 




A7 


« ' 


■^970 












. .§4 


' ' -.73 


.37 

t 




.33 





job. • 

15-8 
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TABLE 5.2* 

DETERMINANTS Of! TURNOVER ACTIVITY: AGE 18, 20. 24 MALES 



Variable 

9 



AGE 18 



AGE 20 



f prob {QTH 
In {hob Ih)] 



In iProb 



/ Prob (QT) 1 / Prob (10)1 /Prob (OR)) . 

IProb Ih)] m Ifrob (1))) m Ifrob ($J)j (d.f.) 



In 





-.858 
(2.05) 


^ .018 

(.03) 


-.983 
(1.27) 


S>53 (3) 


-1.649 
(3.42) 


-.115, 
(.16) 


-1934 
(.92) 


12.23 (3) 


CJT 


.166 
(2.36) 


.058 
<.45) 


-.002 
- (.01)" 


5.70 (3) 


-.232 
(2.27) 


-.309 
(1.79) 


• -.217 
(.99) 


8.30 (3) 

> > 

4 


EOUC 


-.140 
(2.62) 


-.202 
(2.77) 


.022 

" .(.20)v^ 


11.9*5 (3)- ■ 


' -.081 
(1.80)- 


-1.00 • 
(1.52) 


.'049 
(.47) 


5.15 (3) 


RACE 


.089* 
C-49) 


.171 ' 
- (.51) 


.591 
(2.13) . 


4.78 (3) 


' .027 
(.11) 


* .150 
(.44) 


'•.579 
.(1..22) 


1.53 (3) 


MST . * 


'.635 
' (2.59) 


.553 
. (1.85) 


1.004 
(2.29) 


n.55 (3) 


.295 
(1.35) 


-.089 
(.26) 


.2^5 
(.54) 


2.35 (3) 


' 1967 
'l969 


-.921 
•(4,10) 

-.011 
(.06) • 


-.015 
.(.04) . 

.511 
(1.59) 


1.573 
(3.89) 

-.148 
(.27) 


35.25 (3) 
■ 3.(n"(3) 


4. -.050 
^(.24) 

.■307- 
(1.29) > 


-.235 
(.52)^ 

1.155 
(3.24) 


1.898 
(2.99) 

i450 
(-.50) 


9.51 (3) 

* 

11.33(3) 


Constant 

H 

Ratio Index 


.403 
(.62) ' 


-.355 
(.41) 


-4.252 
(3.11) 


10.79 (3) 

' 1027 
101.57 (21) 

b 


-.405 
(.66) 


-1.334 
(1.46) . 


' -4.847 
(3.18) 


11.73 (3) 

722 
58.54 (21) 
.054 . 
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TABLE 5.2 CONTINUED 



Varfable 



fProb 



AGE 24 



, i 'Prob (LO) ^ / Prob (OR) ^ 

InilTob (SJ)J mlprob (SJ)) 



^ MO 

: V 

\ 


-1.014 
(1.99) 


-.321 
(.40) 


(.69) ■ .. 




CJT 


-.322 
(4.55) 

-.049 
(1.36) 


-.656 
(3.92) 


-.633 
(2.41) ^ 


37.86 i3) . 


EOUC 


(4.85) 


. -.147 " 
(1.76) 


24.88 (3) 


RACE 


-.099 
(.38) 


-.192 
(.51) 


.280 
(.50) 


.70 (3) 


MST* 


-.121 
(.54) 


-.001 
(0) 


.233 
(-.42) 


.52 (3) 


1967 
1969 


-.369 
(1.54) 

. -.277 
(1.06) * 


.108 
(.27) 

.168. 1 
. (.39) 


1.125 
"V^.69) 

.135 
(.16) 


5.93 (3) 
1.51 (3) 


Constant 

■ N ' 

(df) 

Ratio Index 


-.083 

. ^ ' (.16) 


1 .098 
(1.53) 

» 


1 .871 
(K5D) 


. 5,48 (3) " 

700 ■ 
99.42 (21) 
.089 



a. Reported coefficients, are max-lmum likelihood estimates of the, parameters of a multinomial logit model. 
The alternative dependent variables are defined in footnote a of Table 5.1. The absolute value of 
asymptotic t-statistics appear in parentheses. The statistics reported in each row test the null 
hypothesis thaf^all parameters estimated for a given* independent variable are zero^ The statistics- 
reported at the bottom of the U)>^e test the null hytofiiais that all paratoeters (except the constant) 
are zero. . a. 



TABLE 5.3* 



DETERMINANTS OF TURNOVER ACTIVITY: AGE 18. 20. 24 FEMALES 



Variable 



, /Prob 
iFFob" 



Si} -{1 



AGE 18 



AGE 20 



, .ProbOO)) 



(d.f.) 



In 



(proMOrjl ., /prob {10)1 , / prob" (0R) 1 



(d.f.) 



MO 


.335 
(.59) 


-.266 
(.20) 


-1.064 
(2.66) 


9.48 (3) 


-.734 ■ 
(1.08). 


-.318 
- (.27) 


, -.111 
•(.22) 


1.31 (3) 


COT 


-.157 
(.93) 


-1.914 
(1.32) 


-.385 
(2.87) 


9.77 (3) 


.».371 
(3.22) 


-.553 • 
(2..16) 


-.834 ' 
(8.16) 


72.03 (3) 




> tft<L 
(1.7?) 


'* n^fi 
(.11) 


.uoo 
(1.14) 




(1.60) 


(.03) 


(.54) 


O.vO 


RACE . 


.281 
(1.17) 


-.170 
(.28) 


.022 ■ 
J. 12) 


1.62 (3) 


.256 
(1.01) 


.872 
(2.04) 


.029 
(.15) 


5.35 (3) 


KST \ 


.363 
(1.18) 


-.860 
(.81) 


.116 
(.48) 


2.24 (3) 


" '.481 
. (2.01) 


-.3t8 
(.64) 


t281 
(1.58) 


6.10 (3) 


1969* 


1.294 
(4.63) 


1.250 
(1.64) 


1.247 
(6.22) 


47.18 (3) 


. .296 
(1.03) 


1.074 
(1.72) 


.813 
(4.04) 


17.80 (3) 


1970 


.841 
(3.05) 

\ 


.561 
(.73) 


:482 
(2.43) 


12.40 (3) 


' .351 • 
. (1.31) 


1.094 
(1.64) 


-.071 
(.34) 


5.49 (3) 


-Constant 
H 

Ratio Index 


-Im 

(3 13) 


-3.715 
. (1.24) 


-1.769' 
(1.88) 


11.75(3) 

843 
91.52 (21) 
' .051 • 


-3'. 506 • ■ 
(2.80) 

/ 


-3.541 " ' ■ ■ 
(1.58) 


.134 
' (.16) 


11.27 (3) 

873 
155.67 (21) 
.084. 
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TABLE 5.3 CONflHUED 



JL. 



Vartablje 



EOUC 

;RACE 
HST 
-■B69 



AGE 24 



/N 



■ : — . ■ . — — ^- — isa- 



j( - 



-.822 
(1.09) 

-.463 

{4.41),'* ^ 

.041 • 
1.67) 

.253 
(.76) ■ 

, .050 . 
(.16) 

''l.28'8 
(2.84) 

. o 
4-v45fl — — 



{a.40) 



-1.500 
(1.01) 

-.702 
(2.19), 

...057 
C.|9)- 

.483 
7.72) 

.199 
(.30) 

-.277 
(.22) 



-•485 . 
(.80) 

* (6.48)^ 

-.008 
(.16) 

.175 
, .(,64) 

.088' 
(.35) " 

• ' * 

' (4.02) • 




(1.72) 



— ^684 TS.jfi (3)^. * > 



Cofistant 
• Ratio Index 



-2.715. 
(2.90) 



-4.053 
(2.10) 



-.965 
(1.34) 



11.74 (3) 

522 
136.02 (21) 
.wl39 



a. Reported coefflc>€fits are ma;t1inum likelihood estimates of the parameters of multipomial »logtt rnodet. 
The alternative dependent varia.ble$ are defined ia footnote a of Table 5.J. The absolute value of ' 
asymptotic t-statlstics appear in .parentheses. The statistics i;eported in each row test the null 
hypothesis that all parameters estimated for a given independent-variable are zero. T»ie statistics 
reported at the bottom of the ta6le test the null hypothesis that all parameters (except the xonstant) 

. .are zero. ' '-i ? ^ * , • 
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' • Table 5,4 ' 

vDerlvattves Evaluated at the Mean; Turnover Analysis 
Males Agd-s 18, 20, 24 



independent 
Varfable 



Age 18 * 



" Age 20 



•Prob(Qt) Prob(LOyn / Prob<OR) 




Prob(SJ) 



Prob{QT) ?rob(LO) 



Prob(t)R) 











-.026 


.136. 


. ' -.240 . 


.014^ 


-.001 . 


-.025 ' 


-.030 


• >-v015 








-.005 




-,t>36 ■ . 




, .008 


.026' 


^-.139 " 




.-.009 


• 058.. 


.085 


-.^35 ' 




.004 


'-.02W* , 


, ;030 


/ Am 



.014 ^ >\0 



015 
.004 



-241 
.049 



.002 



.013 
.006 
.046' 

*008 

— 



.015^ 
-.021, 
-.040 
-.015 
-.103 



V 

















I. 


- 


9 














\ 


9 




• 1 


^' t 

« 






<> ■ 




Table. 5*4» continued 


• 














f. 




















rndeperriletit 
Variable 




Aae 24 


m 

9 








. Prob(QT) 


' ProbdO) prob(OR) • ' 


Prob(Sa)^ 








HD 


-.140 


-.006^ ■ -.003 


.153 








CJT 


-.040 


-.021 > -.008 


.069 ' 








EOUC 


■^.005 


-.009 -.002 


. .pie . 










-.014 


-.006 . v004 


.016 . : 








' HST 


-'-.018 


..001 J)04 


.;oi6 ' 






• 1 


1967 
}969 

i 


-.056 
-.041 


.006 ' .017 
.008 • .003' 


;032r 
.03^' 




: 




1 












• 


.' - s 

♦ ♦> 








* - > 








- 






• 















3.»*- 
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Table 545 



•'Derivatives EvaluatecKat theltean: -Turnover Analysis 
. Females A&es^, 20>'24 



Independent 
Varfable 



Age 18 



Prob{QT) 



Prob(LO) 



P.rob{OR) : ■ Prob(SJ) 



Age 20 



Prob(£}T) 



PrpbCLO) 



Prob{OR) . Ppob{SO 



m 

CJT 
EOUG 
RAC£ 
HST 

197D 



•095^ 
.004 

.0331^ 
,.040 
,092 
.077 



.001 
-.02a 

0.^ • 
-.003 
-.013 

.008 
^ .003 

V • 



-.260 
-.071 

u ■ 

.OIT. 

-,.008 
.012 
.215 

• .065 



.164 
' .090 • 
-.029 » 
-.1o22 
-.040- 
-.315 ^ 
-.146 



-.075' 
7.008 
.018, 
.026 
".043 

-tool' 



-.005 



06 



0. • 

6 

.021 



-.01V- 
■ .^019 r 
. i.026 



.005 
,-.157 
.-.013 
-.022 
* .043 

-151 
.-^036 



.073. 

-^005 

-.025 

*.075 

-.1/59.' 

-.028 



X ■ 



V Er|c 









1 

i 

S ' ' 








* V 














• 




continued 


















• > 


• 

Age 24 


• * 
1 




Ijidependent ' 
\ . Variable 

*. - » 


. ?ro^Sfr~^ -ProblLO) ' 


Prob(OR) 


' •- 'I 


X " • 


-.630'; , 


-.147 


-.516 


.0f3' , 


' COT 

eduj: ♦ , r 


.' -.030 . 


-.006 ' 

0,. ^' 


-.079 
-.002 


• .115 


RACE \ . 


.019 f 


i ' .005 


.019 


-.043 


"" MST y 


• " .003 ' 


' .002 ' ^ 


.011 


. -.016 *' 


1969 ' 


.093 


-.007 


'.1.56 


'. • -^-.'24? ^ 


.'1970- ' 


: ..115 


.013 


, -.069 

V 


* -.197 . " 


^« icy 

» # 


; » / * 






1 

\ \ 












i • • 

x ' ' '• - ' 


# * 




f 

.1 













^EmHtMAXTS <Jf TIWVU ACTIvm: 


ACC II AKD ACE 20 SAKM£S*>* 














AJCZ \t 






ACT 20 








la 






^ <a.f.) 




'"trVobiW)} 


(f tob($J)) 


X* (4.r.) 




(1*22) 




k 

-.192 

. (1.10) 


-4.411 

' (5.54) * 


36.9S(3) 


• «-.S40 
(1.54) 


" (2.04} 


-3.485 
C4.59) 


23.15(3) 




..>63 
(2.05) 




-;08> 
( .2S) 


-.536 
(3.C2) 


10.99(3} 


-.733 
(3.62) 


-M67 
( .51) 


-.t33 
( .71)- 


U.15(3)^' 




.065, 
'a.02) 

--.o« 




/ *.056 
1 ( .41) 

-.160 
(2.40)' 


-.230 
(2.») 

i 

.029 
( .47) 


6.55(3) 
7.3«(3) 


-.311 
(4.03) 

-.046 

a.i4) 


-.39S 

' (2.77) 

(1.24) 


-.764 : 

(«.07) 

'*^*049 " 
* (*.96) 


7S.29(3) 

2.85(3) ; 

f 




.220 
(1.52) 




' .147 
( .5?) 


<1.04) ^ 


2.92(^) 


.223 
( .21) 


.432 
(1.64) 


.006 
, '( .03) 


3.00(3) 


ttx 


'.252 




-1.033 
(2.89) 


3.320 

ai.45) 


15201(3) 


-.213 

a.i3) 


-.917 
a.76) 


*'3.740 
(9.41) 


liQt3.30(3) 


m 


.532 
<2.»1) 




.407 
(1.24) 


.333 
<1.59) 


' 9.05(3) 


.346 
(2.16) 


-.J49 
( .54) 


.292 

a.w) 


7.56(3) 


\ w 




.10« 


2.'071 
(5.92) 


49.46 (3> 


-.023* 
( -10)^ 


-.219 

( *50) 


2.054 
(4.34) * 


19.62(3) 




.432 
(2.U) 

.477 

a.o») 


.757 

.5«3 
(1.06) 


.960 
(5.36) 

• .420 
(2.17) 


3«.65(3) 
7.66(3) 


.329 
.391 

a.6i) 


1.176 

0. «2) 

1. m 

(2.59) 


(4.26) 

. . -.050 " 
( .24) 


30.57(3) 
.9.21(3) 


r 










-1756.96 
466.67(27} 
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-1451.28 
.463.43(27} 



« * ll«MiU4 cMf fi£i*titft are ^ximm Tik«llf»o4 estimate* of the feraacteu of * saltla<}«i«l lojlt »odel. Tt*, AltcrMtire dc^eodeat 
verUMee «m J«£ln»4 In rfctoote «, to T»bU 5,n. «b*«l«te valu* ot wy^tocie ,t*ec«cistU« appear la ^rentbeaca. 11^ ^ 
autXatica reported la eadProv test noil hypotheaia that all parAMtera eatluted for e glvett iodej^eodeot varUble are xero* 
atatlaclet reported at the bott» of tU table teat the aull hypocbeaia that all H'^MCera (excepc tb^ «oftac«ac) ar^ aero. 











1 


\ 


f 










DEfttVATlVES EVAIOATEO AT TitE >CAK: ACE 18 AXD ACE 20 SA^mS 










ACE II 








-^^^ JU* 
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^ VAAIAIU 




' frot(td) 


^rob(6k) 


heb(^) 




' rroti(lO) 








..oil 


.002 


..043 , 


.015 


-*097 




-»001 


.099 


m 


.01* " 




..023 


. .010 


-.027 


«.on 


'-•062 


.100 


' - ID 


* ^ ••009 


' ^ ' j-.oo* H 


.005 . 


»eso 


. -.005 


-•003 


-•003 


. .Wl. 






.004 


' .010 


-.043 , 


.014* 


.017 


. *.O03 


, -••OJI ' 


sa 


-.095 


-.054 


.321 ; 


-'.J73 


-.014' 


— 0S4 


'• •W- 


-.206 ' , 


MST 


.071 




.019 

1 


••too 




-*flIO ^ 


•021 


-.055 ^ 




-.146 


.001 




-.062 > 


*.035 


'-.OJI 


.116 


-.133 


»f 




- .023 


.07>r 


-.J42 


.024 


*044 


•062 


-.129 • 


MOO . « 


.059* 


.01** 

• 


.021 


-.10) 


•046 




-.016 , 


-.077 



^ ' Chapter VJ 
Duration of 'Unejuployment Among Job Changers 



As documented in Chapter JI, youth unem|)loyment is#d1sturbiDgly high. 
In this chapter we exami^ie some^of the' determinants of unemployment duration ' 
for those workers in. our samples who change jobs between idjacent ages* We 
confine our analysis to. this restricted sample for several reasons. First, 
within the context'of oiy^ recursive framework, unemployment as an intermediating 
activity^ in the equilibrating process deserves separate stu^iy. Second, 
we are unable to determine completed^ duration for respondents still unemployed 
at the time, of t-he second survey. The major consequence of our selection 
procedures is ti^.remove new entrants and reentrants from the analysis* Sihce 
these. two ,group4^ constitute a significant proportion of uneHipToyed youth, ^ the 
possible effects of excluding them should 'be kept firmly in mind. Complementjng 
the age-stratified^ analysis of duration,, the chapter also cousins In investi-* 
gatfon of the unemployment experiences of males'^aged 1^-24 irv 1966 over the 



1^66 to 1970 period. 



6^1 Job Search, Unemployment Duratipn^^and Market Equilibration * 

^ The economics of job search cpntends that search is a |iroductive, infor>^ 



jnation generating activity. It is^* topic that has^stimul sited considerable 

theoretical research, but only limited testing of key implications..^ One 

important implication of theoretical model-s ^of job searches that a reduction 

in the cost of search increases the optimal amoi^t of search/ Oh the assumption 

that the duration. of a spell of unemployment can serve as a proxy for the amount 
\ * * r ' 

ot search activity, several researchers have examined the impact that measures 

. • of search costs such as net assets and nonlabor income have on duratjon; many 

..more have investigated the effect, th,at unemployment insura'nce has on 'duration,^ 



If differential search costs affect search activity i th6. link between ' 

a worker's Search costs , duration of unemployment, and subsequent wage rate 

is direct. All else equal, the worker with low search costs searches longer^ , 

and. obtains a wage that, on average, is in the^tjpper portion of his wage 

distribution; he has a positive market differential^ Conversely, the worker 

with high search cq^ts engages in more restricted search, acceptfng employment' 

■ > ' . . • ■ 

^t a.^age that on average fs in the lower portion of his distribution; he has 

a negative market differential. If search ^osts. are correlated over time,", 

the market differentiaVwould thtis be an inverse indicator of present search 

costs 



At the initial job, search cost (dis)advantage% d^ermine (irTparti^who 

has nejgative and who has positive ^lifferentii^^f However, the component of 

the. differential attribjjtable to differential search costs ts not stable. 

Profit maximizing employers comperj.sate workers fX)r their productive capabili- 

ties, not for their iearch activity. Consequently, employers are not hesitant 

about trying to Ti^quitJate positive di^erentials. Holders located In low . . 

wige jobs because of Mgh search cost^ are continually Tooking for ways to 

' ' ^/ ' ' ' • ' 

improve their economic position, ^ In a labor market dominated by loftg run 

competi ti ^fe forces yet characterized by costly information., two opposing 



forces are^ttius at worfc: market equilibrating forces stimulate the liquida- 
tion, and 'search cost (cjis)adyantages contribute to the- maintenance o^existing ' 
wage differentials.., In th.is chapter we Examine duration of" unemployment among 
job qh^ngers. Assuming search costs. are correlated over time, the interpreta- 

tion "sketctjed above^ suggests that workers with negative differentials move ^ 

quickly through the market' changing jobs with little or no unemployment' On 
the other hand, workers with positive differentials who are forced into the 
market search longer, att^ptinjg to maintain their. existing, premiums. 



Consequently,' a negati^ relationship between the market differential and 

duration of a subsequent unemployment* spell is expected.^ 

A major problem that needs to be considered before we proceed to outline 

* 

an estimating equ|it1on is our use of unemployment durati.on as a proxy for the 
lunount of search activity.. Despite the fact that ttiey are frequently identifiad^ 
.as such duration of unemfiloyment and the amount of search activity are not 
synonymous.'^ The unemployed usually to not engage in full-tiije se^h 
activityl^^^In addition, a substantial portion of search activity may take' 
plage at. t;he prior job. Although we lack information on the intensity of . 
'search while unemployed, search at the 'prior job appears to, be quite substantial. 
As indicated by the data presented in Table 6.1, only. a small minority of the 
job changers in our samples, experienced any unef^ploymeat^l .for many changers, 
duration of unemployment thus appears to b6 a poor pr*oxy for search activity. 
A partial ' correction ifor this deficiency is to control for differences in the 
reason for turnover. ^As Table S'SLJ.ndicates, a higher percentage of laycJffs 
experience some unemployment between jobs. We hypothesize that layoffs engage 
in less search at the prior job ^han quits.. " ^ 

. In addition to the market differential and turnover variables, the. set 
of explanatory variables used in the duration model include's a vector ofv 
personal characteristics (race, -sex, education, current job tenure, and. 
maritjl status), artd the market opportunity variables' (to cojitrol for 
v.aricftions in aggregate economic condittons). .Equation (6.1) summarizes.' • 
the model; - . ' - ^ . / 



' ' ' \ ■ ' ' 

■ where V ' ' . " * ' • 

Ua- ' = age at tnitTal \urvey . .• 
O . a + 1 = age at subsequent survey ' ^ ^ 

ERJC 

0 



(6.1) 



Da, a + 1 =5 duration of unemployment between ages a and a + 1, ^ 

MD^ - « market differential at age a, 

TURNa a ^ 1 ^^P^ tUrnoyer between ages a and a + 1 
/ ' (alternatives are quits, layoffs, and other), 

MO ^ vector of market opportunity variabftes, 

PC - vector of personal characteristics, 

r 

e ^. ' Stochastic error term-. ' * 



6.2 Liipirijcal Findings * * ^ 

The duration model, is estimated for the sample of respondents who were 
the requisite age in any survey, were employed. as wage and salary workers in 
that and the next year's survey, and changed job's between surveys. 



■ 0 



Respondents in thirinal' survey year are excluded" since no' information is 

— * ^ ± [ :: ' 

available on Subsequent duration. Unlike the tyrnoVer analysis, males the 
required age in 1966 are not e)4cluded; their reason* for job change is coded 
"other." ' \ : ' - ^ 

Table 6.2 describes* the variables us#d in the aftctlysis, along with their 
mean values: ''Tables 6*.3 through 6.5 reported regression estimates of the 
duration model for the ages 18-19, 20-21, arid, 24-25 iterations, with the 
sample disaggregated by race arid sex. for expository reasons^ we rete^^o 
the initial age ip discussing each iteration. .Thjjs, for example, tb^rage 
.18 to 19 iteration is called the age 18 iteration., the basic results can be 
quickly summari'zed.^ ' ^ 

Market Differential ' ' ' - » • ' 

' For the combined sample, the market differential; has a significant poSiJ;1v'e 
impact on expecteji duration in the age^^lS and 20 iteV-ations, but no detectable- 
impact in tije'age 24 iteration^ Its imp^ct Is uniformly greate**- for males than - ^ 
for fe^males; greater for blacks than for whites. At age 18, a 20 percent positive 
differentf^il (one standard deviatito above the mean) implies increased unemp'oyment 



-between job changes of, slightly over one we6k for an otherwise average 

u ■ ■ 
male. . 

The finding t-hat the market diffferehtial does not ^lave an especially 
robust influence on duration is . not challenged by several experiments not 
reported in 'the tables. If we substitute the residual specification RESID, 
• the level of significance typically decliTies by. about 5 percent; if we limit 
the sample to job changes with reported duration, of 6ne week" or more, coef- 

t- ' - •> - : . ' ■ • 

ficients are always insignificant. . 

> ' • ' • . - ■ ■ 

Expected duration is shorteV for quits than layoffs,, usually by two . 

to three weeks. Younger males are the group for whom beirfg a layoff increases 

unanployment the most. A problem. with this part of the analysis, however, 

is that the reason for job. change variable is often poorly defiiled. 

f 

♦ 

Aggregate Economic Conditions ^ 

The econdmic downturn that began in late 1969 has a very. pronounced effect 
on duration* of unanployment. Changing jobs during 1970Jnstead of during 1969 , 
was associatid with a two to three week increase ia expected duration for both 
males and females. <Note that the market opportunity variables actually, refer 
to unemployment during the, next calender year for men, during the current year 
for women; see Chapter IV, footnot/ 10.) . , • ' 

•* V. • . ' * '■ * ■ . 

* •' s 

Personal Characteristics ... 

,iln each age regression, blacks, experience longer duration of unemployment 
thaf]( whites, with the magnitude of the ^ap increasing from under one Week at 
age 18 to over two weeks at age 24. FemaTes have about a two week increase 
in bxpected duration, with the greatest increase at age 24. 

The impact of education and current job tenure isWradic.., Being married 
reduces expected duration by slfgh-tly more than one Week> The relatively poor 
' showing of these variables is consistent with finding's of other researchers who 
have Estimated duration of unemployment models for young workers.. (Stephensoh, 

O ' ■ • ' 

ERIC J976_,'and Ehif^nberg and Oaxaca, 1^»76).-^^ 
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^.3 Thg Unemployment Expertence; A Long Run Analysis 

We Rave thus far examined the determinants unelployment Between job 
changes. This section provides an alternative,' complementary view of 
unemployment in thiyoath labor market. Restricting the sample to all.. 
nonenrol led- male' wage and salary workers aged 18-24 in. 1966 whcwere also 
employed in 1970, regression models of the tota^ numtxer of unemployment- 
spells and the total -weeks of unemployment over the four year period are 
estimated. Explanatory variables are defined as of 1966 and include the market 
differential, years education, jpiarital status, years at current job, race, 
plus age. The results are summarized in Table' 6.6. 

The market differential has no detectable impact op either the incidence 
or duration of unemployment. Surprisingly, neither does age.^^ Education 

* 

and current job tenure reduce both incidence and duration by proportionate 
amounts, While being married has no impact on incidence but a strong nega^^ 
^^ct on duration. Blacks have a significantly higher , incidence and duration 
of UTOOiployment, with the duration effect being larger. 

Some hypothetical calculations provide an indication of the magnitudes 
involved. All else eflual , a black with 11 years of education can expectH^lSf'. 
unejnploymerit' spells lasting a total of 7.09 weeks; for a white with 13 years of 
education these expectations -decline to .65 spells and only 3,d97weeks 
.unanployed. * . 

6.4 Conclusions ' . * , 

Although the scope of our analysis In this chapter is llmitedi its) 
, implications are important. The generally positive impact that the market 
differerftidl has on duration of unenployment provides limited support^ for' the 
hypothesis that those with lower search cests (positive market differentials) 
search longer/ We also*find expected duration lower among quits, whites, 'and 
females. Finally, aggregate economic conditions have a tremendous impact on 

17S' 



f 



ua 

i 

a 3ob changer's expected spejl of unemployment. AH^else constant, an iS-year 
old niaTe changing jobs in 1970 could expect to -be -unemployed over 4 yyeeks 
longer than the same 18-year Qld changing jobs in 1967. For a 24-year old, 
the differeace is 2.7 weeks. Complementing the age-stratified results, analysis 
of the unemployment experiences of a fixed cohort over, a longer period indicates 
thjat blacfife and. the less educated experience much more unemployment—both in 
incidence.and in duration of given spells. These results for wage and salary 
wor^cers are consistent with the findings reported in Chapter III, which analyzed 
the labor market\actiy1t1es of the full sample of NLS respondents. 



Footnotes to Chapter VI ' ^ , 

* * - • ' ^ \ • * • ; . , ^ * 

BLS data on reason for job change indicate that a Targe part of teenage, 
unemployment can be traced to a pattern of frequent entry and, reentry into 
the J abor- market. In 1975, for -instance, the proportion of the teenage 
labor force unemployed because of labor force entry and reentry was 14, 5 
percent compated to an, overall teenage unemployment ratd of 20.5 percent. 
For youth ages 20-24, ^Jiowever, entry and reentry are much less important as 
reasons for unemployment. In 1975, 4.8 percent of the labor force in this age 
group was unemployed because of entry or reentry, compared tp>an overall group^ 
unemployment rate of 14.6 percent. The*se figures^are calculated frcnn tables 
3 and 4 in Hedges (197§^; similar resuUs are also reported in^Perry (1^2). 



^For an extended review of the Vc(rious tlj^oretical 'models of it)b search, 
see the recent survey of Lippman and McCalV (1976). 

•3 • • " 

See, for example^ Stephenson (1976) and Ehrenberg and Oaxaca (1976). 

^Although the NLS does obtain information on proxies for search costs 
such as net assets, nonemployment income/ and unemployment insurance benefits, 

• r — ^ — : ' ^ ~ ^ — _„,^,- 

there are several problems with using these more. direct measures of search 
costs* to explain duration of unemployment. Asset 'and incomls 4ata appeal^ to # 
be unreliable and are only collected in selected years. In addition* measures 
of search costs such as unemploymerrt insurance benefits are jointly ^determined 
with the'duration of an unemployment spell. " - ' • 

■■ • > — / - ■ ^ : : 

^For a mbre extended development "of the argument, see Mellow C1978^a)\ 
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• 6 ' ^ - ' ' 

, ,If the implicit assumption 'that the searcher has perfect knowledge of ^ ^ • 

xhis wage distribution 4*1 not satisfied, a w6rker*s market diffenential might 

be positively relateicPto his perception err'or, .If, fg^Mpstance, a worker's^ 

positive differential is pure economic rent (as,^for example, 'returns to a 

*p^otected enclav^), he m^ not recognize th'at (je was paid more than his market 

•>/orth and initially overestimate his wage distribution, Adppting gn ' 

o/i appropriate search strategy iwould thus result in a positive relation between 
^- the market differential and. subsequent duration, Consequently,' to [ 

the ^ extent ^that perception errors a.re common, we may 'ei^oneously. 

cOttclude that-the data shov5 a relation, between search costs and^ duration 

. w^^ in fact th^'relation estfnjated has a 'differenf interpretation. . 



^McCaM O970f,makes the identtfication clear* at .the outset: "The amount 
of- search on- the period of. unemployment,../ (p'"! 114). (emphasis added); others 
are lesS" frrect, .rAT^^^1970), fbr Sample,' accepts, ;the possibiltty of search 
at the prIiDr jo!) .'but arguls that since search .is more ^ficient when the job 
seeker' is-. cmemployed—w, as,he:puts if, se]f-emp,Toyed in the -full -ttnii. 
accumulation of i^f^ation— the job seeker. wj.ir.vbluntaHjy^^ome unemployed. 



■4 

^For evT'dehce*on this -point;- see Gordon (1973) and Barron an^J^pllow (1978) 

f 9This' ob^rved high percentage of direct job changers, jjarticuTarly among 

, 'quits, is consistent 'with €arli(jr findings., MattiTa (1974)3^ for example," ' 

, • ' - , , ' .- , f " , • . , ■ - 

presents estimates, -obtained from a wide, array of data sdurcBS (collected at 

' ■ •*■ ' ' , '* V 5 - ' ' . \ 

\ir1ous, 1^0.1 nts.fti the business cycle tfnd across various demograplpc groupings), 

* ' tha£ indicate "at least 50 to 60 percent "of all quits, mo^e frpm job to job'withr 

out 'eVef* experiencing, unemp46yment." (p. 233) •• " . ^ 



19 ip ...... ^» ' . . I ■ •* ' * • « ' 




omitting- respondents still upjfefflployfeil at the ttme of tlie'^subsequent , 
• s^ifvey, we -are truncating tfre ciistVjbution of unaipl orient* duration. There 
"'lare obvious problems o^selectivity bias asaoc.iated with this, procedure. 

Most-other studies using NLb data to examine ur»eniployment dilrat ion "also have 
\ this limitation; see, for-^i^^J^^ceJ Ehrenberg and 0 ^l^^^^* 

^hn their analysis of unemployment^ duration using HIS youtlr .data, 

Ehrenberg and Oaxaca {1976)*includ^d several* direct proxies for search costs^^ 

. — ^- — — ' ' • 

Of the^e, only the coefficient oh a Variable measuring uneiflt)l9yment insurance, 

^« benefits was ^significant. Recall our wrlier conitient/^( footnote 4), that there 

^ ^may,be possible simuH^inei ty problems here, hSI&ever. , ^ 

' * * • * ' *^ ' 

^2jhe simple correlation .between age and education for this sample.is only 

. .1.0. . . , ' . 0 , . 
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Table 6ll. V • " 

Job Changers Moving tftrectlyfto a ficw Job Without Any Intervening Unemployment, 
■ ' ' * - By Reason for Job Change: Ag4s 18-19-^ 



Rc^ason For 
Lfeaving, * , 
A^ e^lS Job 



Total In iGroup 



WhHe Nonwhfte White Nonwhite 
Males Hales Females. 'Females • 



total In Grotip With No. 
Reported Unenployment . 



Percent In Group -Making 
Direct JQb Change 



.White ^Nonwhite White 
Males # ^Males < - -fftnales 



Nonwhite White Nonwhite White Nonwhite 
Females • Kales Males- Females ^ema>es 



/""Lavoff 


45- * 


. 29 


12 


4 


3v: 


18 


. 8 


' d 


^ 69.9 

-A 


62-1 • 


66."7, 


^•0 


Qm\% ' 




U 74 


83 




' ^-118 


57 , 


V 61 


'26 ' < 


79.?; 


77.0 


• 73.5 


70.3 ^ / 


Otfier 


88 


45 


• 220 • 


so ' 


'68 


'3.1 


140 


43 • 


77;3 


68.9 ' ' 


" 63.6 - 


53J8 






• « 














• • 








• Chan^f rs 


% 

282 • 


148 


^ .315. 


121 


217 • 


106., 

0. 


209 


r ■ •. 


77.0 


71.6 


' >66.3 


57.0 - 



a.- In each Survey, individuals were asked the amount of unemployment experienced (in weeks) jduring the preceding l^'mjjnths!' For job chanaei^ 
the*reported'' duratfon of unemployment fs attributed to the job change^. ThU assumes job changers* not reporting any (one week^or inore) 
'unemployment moved directly to. the new job. 
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Variables Used in Duration of Unanployment Afraly^is 



.4 



Variable 



Description 



Mean 





- 19 


-Aqes 24 


-25 


Male 


Female 


Hale ^ 


Female ^ 


- mo ^ 




-.Odi 


' -".Oil 


r .519 . 


. .275' 


.525 • 


.'|42 


.172 


.037 


^ .196 


.060 • 


" .309 ■ 


. .688 


.279. 


. .6ir^ 


.258' 


— 


• ' .246 




' .200 




.2188 

> 


i . .: . 


.272 ^ 


.241 


^ .271 


17(1 


.270 


.417 


. .196 ■ r 

• 


7385 • 




.342 




■ .445 


11.24 


11.55 


11.58 


12.68 ' 






1*. . .. ■ 


. ' • !632 ■ 


■ .147 


.'140 


1- .688 


.174' ■ 


^2^4 

4 


' .725 . . 


.719* 






* 




.'344- 


.278 


^ -254 


.313 


2.ffl 

« 1» 


2.43 


2,31 


• 2,53 



fHDa- ' ■ . 

Op^'^a. a ♦ 1 (D)b 

1966 (D) 

1967 (0) » , 
. 1968 (D)b , , 

1969 (D) 



1970 (D) 
EDUCa . 
MSTa (D) 
CJTa 



Market differential age age a 
Left job at age a because of quit' 
Left job at age a^because of .layoff 
Left job at age a fot other reason. 

Respondent was age a in .1966 v • 

* * 

Res|«)ndent*was age a in 1967 

Re^portdent was. age a in 1968 

Respo^^dent was age a in 1969 

Respondent was age a in 1970 

Years of formal education completed 

Harried at age a ' ^ 

Continuous years of eit^loyment 
with .ci%ent or last employer 

* Re;5ponde;it S% nonwhtte * 

Weeks unemployed between ages 
\a*ancj a + 1 ' - 



a. ^Variables followed ty (0) are dic*otomous. They assume th& v,alu6 1 if the indicated requirement *is met»,0 otherwise. 

b. ' OmmitW in estimat+env • <. . • ' 
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' ' ; Table 6.3 . , . 
Duration of Jjnenploytnent Regressions;. Age 18^ 







naies 






reiDa ies» 






* 1 Independent 
f Variables 


?lack ' 


W),ite 


Comb'd 


Blick 


White 


Comb'd 




.if 

/ * 1 

^ HD '1 


6*^58 


. 4^321, ' 


5,442 


3,287 


- 544' 


.532 


2»917 


* 


-.241 
( .17) 


1.02V 
(1.20) ' 


.>23 


-1.991^ 
(1.68) 


-.22a . 

( .36) 


-.692^ 
(1.^8) 


-.407 
L-93) 


LAY 


3.185- 
d.99) 


4.264. 
^(3:97) 


3.594 
(4.07) , 


.550' 
. ( .18)'^ 


-.(ft8 
■( .03) 


.175 
( .14) . 


2,436 , 
(3.67) 




• T;230 
( .72) 


1.633 
(1.64)^ 


ln'520 

(1.75) 








.295 ' 
( .41) 


■ 1967 \ 


' .-.814' * 
. ' ( .57) 


-.463 
(-.50) 


-.427 
.( .55) 








-1.310'" 
tl.87) 




~ ■^,9S7' 


^2:^04 ^ 

,(3.01) 


- '2-v6^17 — 
(3.84) 


^ 1.405 
' ( .89) 


'.085.^^^ 

( -12) 


.566- 

I ;88) 


1.455. 


(2-. an) 


(3.18) 


1970' - 


1 


i - 




21883 
(1.76) 


2.873' 
(4.08) . 


2.971 
,(.4,53) 


3.526 
t5.-96) 



EOUC 

HST 

CJT 
> 

SEX 



.076 
( -32) 

-2.982 
(f.Bl) 

-.418 
(1.09) 



-.349 
(1.7^) 

.556 

( .65) 
« 

-.081 
■(- .35) 



-.124 
(.-81) 

.'.828 
(1.16)' 



-.198 

(i.bo) 



.866 
(1.5#) 



-.221 
( .69) 

-2.?21 
(1.44) 

' - J 915 
( -.16) 



-.-369 
(1.01) 

-.'&72 
(1-09) 

( .33) 



-..353 
(1.61) 




\689 
(1^25) 



-1.707 
(3.18) 

• .716 
(1.84) 







4.738 


5.685 


.107 


...084, 


5.731 


. 4.669 


121 


. 315 



CONST 

SSE • 
H 



1.953 4.296 , hi^ 

.205 . .148 JS^ 

5.%17' -^^.850 " 5.137 

148 • 282 43a 



'5*460 
.084 



4.374 

' ;ioi 

5.691 . 
866 



a. The depteident* Varfa^le ^s duratio/TW^unemployment in weeks, as'* described in 

footnotcya.* to(La^*6.1. . The absolute value of as^ptoti* t-statistics appear 
f in parenxheses. \ ' * . ' * \ * 
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Ouratlbn of Un^mploytnent Regressions: Age 20^ 



i 







>teles^. 






Females 


f 


Coaib**4 


tndeipendent 
Variables 


Black 


White 


Comb'd 


Black 


White ' 


Comb'?! ' 


< 


^ • 


7.659 
(1.58) 


2.'9^8 
(1.35) 


^.4.354 ' 
(2.15),.. 


5.809 
(1-4.7) 


-.987 
• ( .-59) 


■1 .503 
( .92) , 


■ * 

3.190 • 
(2.51) . - 


QUIT-" 


Vl.592 ■ 

\m) 


•=2.491 
• (1.56) 


-2.295 
(1.53) 


-1.377 
( .78) 


-.861 
(1.24) 


-K698 
(1.5?) 


-1.561 
(2.39) 


. LAY 


u ^2.451 
' ; { .58) 


1.071 
( .58) 


-.110 
( .06) • 


-2.774 

(1.1 n 


-.252 
. ( .18) 


-1.262 . 
(1.91) 


v019 . 
( 0.) 


1966 V 


-2.429 
r { .55) 


"^.433 
( .22) 


-.943 
( .51)' , 






k 


-1.679 ' 
(1.4«< 


■1967 


2.081 

3.817 
tl.29) 


^.:ia)_ 


.463 

-.(.^34)- , 

2.777 • 
12.19) , 






i 


-.632 

( ,59). . 


1969 


2.0^ 
(1.49)- 


1.430 
I -.69). 


' -.940 
(1,17) 


-.455 * \ 
( -56^ 


.905 
(1.33) 


. 1970 


4 






6.259 
(2.81) 


1.132 
XlU4) . 


2.408 

(2.96) ^ ■ 


3,Z24 
(3.95) 



EOUC 

CJT 
SEX 
RACE 



-.186 
( .41) 



-.308 



-.253 




(1.53) (1:35) 

-.535 -ltJ83 

( .^2) (1.25) 

-.325 u -,327 

( '.80r ( .93) 



-.253 
(^46) 

( .29) 
--71 7 



-.462 
U.99) 

-.873 
(1-41) 

-.709' 



(1.89) 

-.'*626 
( .99) 



.156 V 
..16) 



( .63) : (1.94) 

'■'-J. I 



J*§97 



1'.953 
• {2.89) 



-.294 
(2.13)- 

-.86Q 
(1.60) 

■'-.368 
(1.48) 

-2!343, 
(2.89) 

1.103 
(1.95) 



HST 7.168 ^ 7.814- 7.269/^ 5.379 

^ - V -"^05 .096 r .07? .125 

SSE* ^ \ 9.227, 6.678 7.411 7.877 

H . ^ 82 214,, ' 296- 119 



Q^?9 , 7.880 

.060 .088 

.4.994 ' ^5'. 973 

294 413. 



r 8.011 

.066 
' 6.625 
70^.* 



' ' a.* See footnote a. to Ta|)l^ 6.30*^ 



Table 6.5 



Duration of Unemployment Regressions: Age ^4 



a A 



Independent 
Yariab.les 



Males- 



Females 



Black White' jComb'd 
7^ 



^lack White 'Comb'lj 



Cont'd 



HO ^ 
y * QUIT 

.LAY 
^ 1966 
1967 

- 19)0 
. £DUC 
MST 
* eJT 



- 2.448 
' ( .75) 



-.147 
( .090 



.'-1.774 . .372 
. ( .64^ r.33) 



.690 
.( ..46) 

-.161 
(• .13) 



-6.155 
(2.^7) 



4.5|3 
(1.40) 

5 -.342 
(• .09) 



. 3.128 3.362 - 
(?,56). -(2.66) ' 



-2.427 
(1.02) 

-1,173 
(1.09) 

1.856 
( .-88) , 



1.195 
i -93). 



.566 
( .42) 



3.537 '-.275 
g.33) \..38)- . .( .54) 

^23- 



2^84 — ^^.352-- 
{ .82) (2.9.9) (2.46) 




.149 
( .44) 

• -1.740 
( .95) 

1.180 
" (1.72) 



-.002 , .065 
( .0.) -( .,64) 

-1.002 , -1.291 
(1.70) (2.01) 

. .041 .242 
( .24) ■ (1.22) 



-,254 
{ .56) 

-5.065 
(2.08) 

-1.726 
(1,34). 



,318 
(1.70) 

,286 
{ .29) 

-.3^1 
I. .98) 



. .096 
( .50) 

-1,686 
(1.66) 

-.470 



-.698 
( .52) 

-1.195 
(1-58). 

1.640 
(1.65) 

^.028 
T.88) 

-.222 
( .24) 

1.105 
'(1.39J 

2.273 
(2.§7) 

.055 
( .67)_ 

-1.448 
-(2,52) 

.030 
( .t6) 



.SEX • ' 
RACE \ • 

« 




V 


\ 

2.119 
(2.96) 


> 




2.235 
• (2.06) 


* -1.614-' 
(1.70) . 

2.299 

^^3.68) . 


C^«ST / » 


1.4^13. • 


1.003 


.479 


11,587 


-1.744 


2.167 


2.335 




.220. 


.162. 


.169 


:i32 


.145 


♦.0S3 


.691 • 




, 6.756 


3.^14 • 


4.S59 


8.700 


* 5.172 


6.549 


5.532 • 




■ ; ffl 


179.' 


. 24& 


57- 


•125 


182 


• 422 . ' 


. ^ a. See footnote 


•* 

a. to Table 6.3. 
• 
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TABLE 6.6 



Ijidependent 
.Variable : 



MO 

^DUG 

* 

■Msr 

, CJT' 
RACE 
AGE 



Unemployment Experiences 1966il970t 
Males Aged 18-24 in 1966* 



Mean 

.Of] 
11.30 



.52- 
.22 
.27 
21,36 



Number of Unemployment 
Speljs 

• .137 
( .49 J 

-.115 
(4.79') 

-.076 
, ( .64 ) 

' -.126 
.(3.94 ) 

. t -^58 
(2.03 ) 

, %030 
( .99 ) 



Dependent Variable 

Weeks of Unemployed:.* 



.152 

(••af). 

-.5181 
,(4.86. ) 

-1.94 
(3.03. ) 

-.514 * ■ 
(2.94 ) • 

2.834 
(4.09 ). 

-.*039 -'^ 
( .24 ) 



15^^^'"^^^ males^ aged .18-24 in 1966, not enrolled, and employed as wage and salary 
workers who were also employed aS wag? and salary workers •in-'^1970. All Independent 
variables are constructed with data from the 1966 sQrvey. The 'dependent variables 
' ^11 ^°T^''^?t'^ from- the 1967 through 1970 surveys. The £§ 3?^ 

' ""f ^^1?^ duration resplcttvely. T Thf Absolute ISlues of 

t-statistic appear ii^ parentheses. ■ . 



CHAPTER VII 



Wage Growth: ^ The Acquisition of Productive 
' : ' . Skills and Market Equilibration ■ 



7 



With this cjhapter the ajiaTysis comes *fu 11 circle, returning to the 

topic^of wage determination in the youth- labor market. Now, the focus 

of our inquiry ^s the determinants of wage growth between adjacent ages. 

In our investigation, we explicitly examine the influences that market^ 

' . ' . ' ^- \ ' ^ , • \ . - 

alternatives '(as^ indicated by the worker's market differe'ntjal at the, 

initial age), improvements in skill levels^ between ag^es, and'chang^s^in 

aggregate labor market conditions have on the pattern of >/dg0*Srowth. 

As the final^component ^in our* recursive model, the'analysis also^onsiders 

• - * * ' 

-the effects^hat job changes and urremployment have on wage growth. 

7J The'Wage" Growth* Process , ^ ^ 

The hypothesis that market forces erode^oneompensating^/age dil^fer- 
entials is equivalent to saying that a worker's wage change depe'nds (In - 
part) en his market dif^ferjential . That is, a .worker with an' initial wage 
greater (l^ss) than^his capabilities warrant wil I'experience below (abov^e) 
average wage growth. ' • 

/ As discussed in earlier.chapte/s, turnover and unemployment may 
intermediate 'i a the wage growth process. Since the market <fitferential 
affects thfese activities, incTuding turnover and unemployment duration 

in t;he*^-ana lysis allows us to distinguish the market differential's impact 

■ - . " ' ' ^ ' ' \ • 

on wage growth from its indirect" impact , loperatjng through tiife channels 
of turnover and unemployment* ; . * / " . 
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But, of course/ wage growth is much more than' simply apn equilibrating 

• * ft • > . . '. " 

phenomenon. Workers are constantly adding to their productive capabilities, 

,- ' < ■ • . 

'and these increases conman'd additional wage payment^. Young people are 
particularly' active'jn the acquisition of huma^capital between adjacent ' 
agest completing an additional year of formal schooling; participating ^ 
ia training programs outs ijd^sQf school ; and accumulating general work . 
experience. These acquisitions should result in some immediate wage growth, 
albiough full returns are probably gathered over a period of years. 
Accx)rdingly. the initial p^el of human capital may als^o influence wage 
growth. Finally, changes in aggregate economic conditions jnay affect wag^ 
pjiths among young workers. | , • i / 

\ ■ . - " ' . ' ■ • ^ - 

- " ■ A descripti^on of t^ie wage growth- process between i adjacent ages that 
incorporates these concerns is represented by equation (7>1); ^ 

ln(WAGE^ ^ j/WAGE^) = Bo.+ 6 i' MD^ + ^ ." 

63 ADD^.j^ . .1 t e" MO + 05.TURN^^ ^.-1+' • ' 

w^ere, 



^age, at initial survey 



a' + 1 = age at subsequerft survey 
4 

• WAGE =» actual wage at indicated age . ^ J? 

MD •= market differential at age a 



a 



HC , = vector of personal characteristics 

^ ' at-*afe a (race, sex., marital status, 

" * ' ' education, job exp.eri^nce) , 

^ . ^ = v'ectpr of variables indicating 
^' ^ Ndncrera^6nts of educattx^n, training, ' 

and experience added between' 
aces, a and a + l*? • . \' . 



MO , = vector of market opportunity variables/ * 

TURN^ a +^ ^' vector, of turnover variables indicating - 
a quit, layoff, or other type' of job 
^ ^ change between ages a and a +1, 

WKUN 1 = weeks unemployed between, ages a and a 1» and 

a, a i ^ * 

e = stochastic error term, - • 

the dependent variable approximates the percentage change in a worker' 
real wage between adjacent- ages, and the market differential variable 
measures the. direction and (in percentage terms) the magnitude of the gap 
between his actual and his market Or potential wage at the initial age. A 
negati^^e coefficient on the' market differential variable is expected; a 
value of -1 would. indicate the complete liquidation of an existing differ^ 
entlal over the one year^ period between adjacent ages. * _ * - 

For a variety of reasons, however, we do not^ expect complete erosion- 
of (measured) existing differentials. First, because^of our inability to 
fully control for compensatif^ variations and subtle differences in worker 
quality n^t' captured by the human 'ccipital .varfables, ^ /neasured differen- ^ 
tials overstate actual differentials. The effect of this overstatement 
is to bias downward our estimate of actual equijibratfon. "Second, .adjust- 
ments^ jn lhe;iabor market are not costless: Firftis fcice hiring costs and^ 
workers moving costs if turnover occurs. Because of these adjustment costs 
some different ia.ls will remain even at equilibrjum; it 1s*simply not econo- 
mical to make the adjustments required to insure complete |^iqur1dat,1on. 
Finally, we have arbitrarily adopted a one year time horizon, which may- 
be too short for complete equilibration. 



J 61 



ERIC 



7.-2 The Detem1nant$>of Wage Growth: EmpiricaV Evidence 

For each age, .the wage change model is estimated for respondents in 



any survey who were employed as wage and salary workers in^that ^d the 
•^next year's survey. As in the turnover and unartplbyraent. analyses, respon- 
dents the required age in the final survey 'year are excluded since we* Have 

♦ - 1^ '^-^ ' ^ ^ 

no additional observation on their wage rate*. Unlike \he turnover analysis, ^ 

^ / ^ • ; 

we do riot exclude males the required age in 196^6; job changer? 1n this*. 

group are designated "oth^f^^ • >• * ' ^ - 

w ^ ■ ^ " - , 

Table'y.l descriljes the variables and reports 'the mean values at 

ages 18 and 24 with the sample disaggregated by sex and race. Regression 

estimates of equation (7.1 )<are 'reported in Tables 7.2 tHrbugh 7.4 for 

. ages 18, 20, and 24. , , " . * ' ' . ■ " ^ ... * 

In the wage growth regression", we use tlfk ^'nstrumentdl specification * 

, of the market differential (equation 2*2c) rather than the residual speci- \' 

fication. A major motivation behind our continofd emphasis on this speci- 

fication.of the marke^t differential now becomes clfear. The resfjlua|I speci--/ 

fication is the difference betweer! the log of actual w^ge and the log pf ^ . • 

^ ' ^ ^ * • * . 

predicted] wage (that is, RESID^ ^ inWAGI^^'- InWAGE^). CoRsequently> any/' ♦ 

error in the measurement of WAGEa is included in the^ variable. But WAGEa 

Is al$o a component of the dependent variable* He^nce, using RESID£ would, 

result in a. spurious negative cbrrelatipn witfc.ithe wage fchjsnge variable,, , 

biasing the^ abs^lliie magnitud^^of the estimated\^coeffjCT^e^ downward/. In 

contrast, because MD^ is the (i^fference^ between ^t^^^ wage^ instruments > it js ' 



Independent of , any measur^nent error in the wage variable. ^ Finally', in ^ . 
^ ^ ' T" * ). o • • K 
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the reported regressions, MDq is sectored into positive (PMD) and negative 
{WiD\ variablesi Employers (workers) have the incentiA/e to liquidate 
. positive .{negative) differentials; sectoring the .differential into compo- 
nents tests for any asyrmietry m the equil ibrating- process. 

« 4 

For expository reasons, we refer to the initial age in discussing each 
, iteration. Thus, for instance^ the age ,18 to 19 iteration is called the 
age 18 iteration. Our findings can be summarized as follows: 



Mar 




rnbration 



The results indicate a strongly asymmetric pattern of equilibration in 
the ytfuth. labor market. Negative differentials are readily liquidated; 
positive differentials are not. In other words, workers -receiving less than 
^their market potential are successful in, improving theii^ economic condition. 
Employers seem unable to liquidate existing rents measured* in absolute terms, 
but average wage growth is low f6r workers with positive differentials. 
Thas the relative position of those workers in the wa^ge distribution 
deteniorates. ? ) 



For the full sample (column 7), 47 percent of an 18 year old's existing 
negative differential is eroded by age 19. (A negative coefficient for NMD 
implies a positive, wage change since NMD is le^s than or .eqiial to zero.) By 
^age 20, 1 |quiclation"of negative' differentials increases to 58 percent, declin- 
ing to 19 percent by age 24. The market's efficiency at liquidating negative 
differentials excepd's its ability to reduce positive differentials. Although 
the coefficient of the positive market differential is uniformly negative, 
it is significant only for the age 20 iteration. 
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• Equilibration is generally greater for females (compare columns 1 'and 4) 
At a^e 18, for instance, 76 percent of a femalie's negative differential is 
dissipated during the year> compared to ^7 percent for males. \ 

.Disaggregating the sample into job changers and job stayers riveals the 
importance of direct market contact in facilitating equilibration. For all 
job changers (column 8), the coefficients of NMD range from .-.4*6 to -.67 
while the corresponding coefficients for j^ob stayers (column 9) range from 
-.04 to* -.45. WitH the exception of the age 18 iteration, liquidation of 
positive differentials .is also greater among job Changers. 

Take> as a whole, thpse findings indicate that market forces function 
to facilitate the worker's attainment of his human capital or po'tential wage.. 
Workers are not permanently trapped in jobs below their capabilities; how- 
ever, some workers are able to maintain an enclave wage. We interpret the 
market differential variable as representing noncompensating occupational, 
industrial, and locational premiums. Consequently, the observed erosion 
of negative differentials is consistent with the findings of Leigh (1975) 
and Parnes and Kohen (1976), that the upward occupational mobility among 
yoi/ng'workers is substantial. The observed pattern of wage growth, however, 
is also consistent with Rosen's (1972) interpretation of wage differentials 
as representing^ differences in the amount of training purchased by young 
workers. In the Rosen framework, individuals with zero market differentials 
purchase the average training package offered in the market. Those w^h 
positive differentials purchase less than average training; those with nega- 
tfve differentials, more tjian average. In subsequent periods, returns ^r^ 
earned on current investmeats. Wage rates of those with above average train- 
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e faster than average in subsequent years; conversely for workers 
with less than ^average training. 

A similar jafialysis of wage change," using the NLS middle age data is 
reported, in Mellow (197,8b). Hith an older sam^ley much smaller am'ounts of 
training are implicitly. purchased and the market differential variable has 
a clearer interpretation. The results of this analysis are quite similar. 
Examining wage, growth between 196& and 1967, NMD66 has a coefficient of -.19 
(t-v^lue 3.52) and PMD66 has a coefficient of .01 (t-value .14). 

Job^ Changes and Unemployment Duratiop 

The coefficients of the reason for jol) change vartatles are- generally 
insignificant. Likewise, unemployment , time does not appear^to represent 
effective job search; it has no systematic impact 'on wag'e change. The 
indirect impact of market differentials (through their effects on turnover 

and unenployment) is small. Thus, although our results indicate that you^h 
in jobs below their capabilities experience substantial upgrading and that- 
direct market contact facilitates the upgrading process, we are nevertheless 
unable to detect specific turnover activities directly affecting wage r 
'growth at the new job. ^ , 

There are several' possible explanations. Recalling our discussion in 
Chapter Vt, workers with positive differentials may be searching harder to - 

■ '1 . ■ • ^ ■ 
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simply maintain wage premiums. Thait is, search. cost* (dis)advantag*es "^help, 
determine one's place in the- wage hierarchy -at the firs{^job, and in ^ubse^ 
quent contacts extensive search is a mechanism. for maintaining. existinVs^ 
premiums in the face of liquidating^ pressures. Alternatively,, unempjD»nt' 
may not be a proxy for search activity at all-. Instead, it might ^^epf-esent 
a somewhat purposeless excursion marked ty idle time and nonmarket activi- 
lies. , In contrast to the search theory expectation, a negative impact of 
unemploymeht^on jtfage change woujd-thus be expected. Indeed, unemployment' 
at an early age might permanently scar workers or function as a po|Julation 
discriminant for workers Wi-th what employers regard as undesirable jcharac- 
teri^tics. We will explore the issue in more detail in the'next lection, 
where we examint the impact unemployment has on wage growth over a longer 
period, ^ . _ • V , - ^ 

V ^ • • 

Education, Training, and Work Experience ^ 

^ The pi^ern of significance for hum^n 'capital variables is mixerf.. /look 

ing at the full sample (column 7)., initial levels of education and work 

experience have no .significant impact on wage change (except for a perverse 

rpsul.t on education in tfle age 18 iteration). An additional year of educa- 

t<on (DEDUC) and^participation in training during the year (DTRAIN) add 

t p 

significantly to wages only in the age 20 iteration. . ' 

♦ T ' 

The weeks wot^ked variable (DEX) is/ significant at ages 18 and 24. The 
interpretation of -this variable is clarified .by .calculating the impact on 
wage change of an additional year of Bmployment. For example, mMltiplying 
the coefficient from the age 18 iteration (.00152) by..52 weeks, yields' a 
7.9 percent increase in wages for a full year of employment, 'This, impl ies 



that, a year spent* out: of the labor force (but not in school or training) 
costs an 18~year-old 13.8 cents per hour in wages* the next year] at the 
observed average wage rate of $1.75. Since, average wage r^tes rise with 
age, the cost- of time spent o£it 0/ the labor force rises .wfth age; for 
24 year olds .-the cost is 21.2 cents: per hour. These, results are comparable 
Lazear's (1976) findings 'that, for NLS young males, a year out of the labor 
force between 1966 and 1969 costs the individual 14.8 cents per^hour. 

c 

Personal attributes {race, sex, marital status) have no significant 

impact on wage change between ages. As the analysis in the next section 

wfll show, however, over a longer period of time the wage growth of blacks 

significantly exceeds that of whites, a result consistent? with the findings 

reported in Chapter IV. ' - • 

• ■ / ' 

Aggregate Economic Conditions . ' ■ . 

The impact of the market opportunity variables also confirms the results 
obtained in Chapter IV. .Real wages increase through 1968, and then decline 
significantly between 1969 and 1970, rn'odesffy between 1970 and 1971. A male 
becoming. 19 in 1970 (his market opporturjity variable is 1969) experienced 
a 6 percent average decline in real wages (column 1), 10 percent if he 
changes jobs and 3 percent i.f he does not (column^s 2 and 3). Comparable 
I'emales .^experienced declines in real wages of 14, 18, and 6 percent, respec- 
itively {columns^, 5, and 6). The>susceptibility to worsening aggregate 
economic conditions declines for older workers. 
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The decline in real wages among young, workers can'be compared to the 
overairmovement in real wa^es.over the period. Between 1970 and 1971, for 
. instance, th^ average real wage of workers in the private nonfami sector. • 
increased 2.7. percent. Thus, in addition to diWoportionately high unemploy- 
ment during* economic downturns^ young workers encounter a deteriorat'ing 
wage position. Consequently, the hardships faced' by youth during econbmic 
downturns will be seriously underestimated by looking simply at increased 

unemployment.' ' * . . 

' . • • ** * 

u 

7.3 wage Growth: A Long Ran View - 

■ f:) ' ■ ■ 

Eyamimng wage growth over a one year time horizon may beUio short a 
period(to fully capture the cumulative effects of human capitaT acquisition ' . 
and market equilibration. Consequently, to provide an alternative view* 
Of the wage growth process, this section examines the determinants of 
wage growth between 1966 and, 1970 for a sample of males -employed as 
wage and salary worker's in both years. The model specification is rougWy 
equivalent to eqiiation (7.1).' The market differential variable is the 
instrumental specification measured in 1966. The turnover variables are ' 
replaced by a compositg variable: the numberrof unemp'l oymfint spells ' 
between 1966 and 1970.' Weeks unemployed are /sunned, over 'the period. 
The human capital variables remain as befor/. only now the initial levels ~ 
are as of 1966 and changes are measured over the 1^66-70 period. Age in 
1966 is added as„an additional explanatory variable as is_a dummy variable 
indicating the respondent was in the armed services. Table 7.5 defines - / 
the variables and reports the results of the analysis. ^ 
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Extending^ the. time horizon increases our estimate of market equilibration. 
AUhough we still detect a strong, asymmetry in favor of negative differential^ 
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the coefficients on t)oth the positive and negative variables "are now 
significant. ^ Workers fn Tow yage jobs (relative to their skill .levels) 
, in 1966 substantially overcome the disadvantage by 1970; more than 62 
percent of an initial negative differential is liquidated over the period. 
Older workers experience slower wage growth, confirming the^ hypothesis 
that human capital investments decline with age. As in Chapter IV, we 
find that, all else equal', blacks significantly imgroved their position ' 
in the wage distribution dur\ng the late 1960 's; wages of. blacks increased 
5.4 percent more than those oKwhites . Marital status and curristlt job 
tenure in 1966 have no imopK^t oy wage grow th. ] 

Only three of the tk^ediating activity variables significantly 
affect wage growth. The- number of spells of unemployment and the total 
weeKs of unemployment both reduce wage growth.^ Two 10 week stjells of. 
unemployment over the four year period, for instance, reduce the growth 
in real wages by fibout 9 percent,** Completing, a formal training program 
results in a 4.5 percent wage increase. Surprisingly, weeks worked over 
the period, participation in the apned services, and completing additional 
education dp not- affect wagejgm/th.. 

7.4 * Conclusions 

The bottom line in the wage change analysis is that we do not find 
- workers >pr^anently trapped in jobs below their capabilities. For tHe * 
mo^part, however, we are unsuccessful in directly, documenting spe{:tfjc* 
labor market activities that encourage this equilibration. Although 
*we could not identify any particular type of turn()ver as system^t^'calTy 
affecting wage change, we do find that the liquidation of existing :"• 
4ifferentials *ts greater for* those workers ha.ving direct tnarket exp.bsune. 



As Jo other parts of our arvalysis, we find that declining aggregate 

'ecor^ic .conditions severely disrupt the youtfr labor market, in thi's ^ 

.instance calling a harlt to any upward"movement in reeil wage rates' 
« * 

It is "the.^pun'gest workers in our sample who are most affected* Finally, 
when We analyze werge change over a longer^ period, we find that increa§ed 
unemployment over the period is ^associated with a significantly Tower 
final wage, , ^ 
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.Footnotes to Chapter VII 

• , " , ■■ . > • . ' • 

'Possible sources of misspeciflcation of the market differential are 

discussed in chapter IV • ' ^ • 

\ t • . . 

2spuy*ious correlation is a problem comorv^ fpund in studies using 

microeconomlc longitudinal data to estimateVthe effect that a worker's 

initial wage position has on subsequent change in his wage rate. Ehrenberg 

and Oaxaca (1975) and Taubman (1975), for example, examine the impact that 

current wage (earnings) has on subsequent wage (earnings) change^. Using 

m 

HIS data (all cohorts), Ehrenberg and Oaxaca estimate a 1966 to 1967 wage 
change equation that includes 1955 wage as an independent variable. Using 
NBER-Thorndike data, Taubman estimates a 1955 to 1959 earnings change 
equation that includes 1955 earnings as an independent variable. Both 
studies find that current wage (earnings) has a" highly significant negative 
impact on wage (earnings) cbange. Because the market -differential is a 
component, of current wage (earnings) this implicitly supports our hypothesis 
that 'there is dynamic liquidation of existing market differentials. However, 
since current wage (earnings) also contains 'a measurement error -component 
that is spuriously correlated with wage (eatings) change, the estimates are 
biased in a negative direction an^ it^^j/ unclear what implications emerge. 

?Workers with positive market differentials experience slower wage 
growth than average; those with negative differentials, ^Faster wage growths ' 
The following tabulation for 18 and 20 year old males shows a substantial 
difference in mean wage change of workers grouped by market differential. 
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Differences are less' significant at age 24. 



18 



Average Wage Growth at Age: 



Sample 


*/Hour 


% Change 


N 


i/Hour 


!% Change 


N 


Full Sample 


18.2 

• 


9.8 


1344 


20.4 


1 9.6 


9i36 


MD < 0 ^ 


23.0 


14.2 


665 


37.6 


1 19.5 ' 


435. 


MD > '0 


13.6 


^5.6 


,679 


5.5 


: 1.0 


,501 



\imiting the analysis to males aged 18, to 20 in 1966, estimated equilibration 
is larger ( the coefficients of PMD and NMD are -.406 and -.,746 ) and unemployment 
experiences have a stronger negative impact on wage growth (the coeffjcients on 
the incidences and duration of unemployment variables ^^are .-.021 and -.004 respectively) 
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table: 7.5 



« Determinants of Wage Growth 1966-1970: 
Males Aged 18-24 in 1966^ 



Independent 
Variable 



Mean 



Coefficient 
<t-value) 



Status in 1966:^ , / 
Wket Differential >. 0 

Market Differential < 0 . 

Years Education 

Age 

Race (1 » black) 

Marl taT Status (1 = inarried) 



.08 
-.07 
11.19 
21.36 
• .28 

.52 



Intermediating Activities (1966-1970): 
Weeks Worked' • . 179.94 

. Weeks Unemployed' ' 4.85 

Numbet^ of ynempti^ent Spells ' .91 

Completed Additional Education .07 
(Years )^ 

• Completed Formal Training Program .46 
--(1 = yes) 

Served in Armed Forces ^ , .27 
. . (1 « yes) 



-.270 
2.17) 
-.624. 
5.87) 

.014 
2.54) 
-.022 
3.14) 

.054 
1.99) 
-.014 

.52) 



r.0002 

.62) 
-.003 
2.32) 
r.014 
1.89) 
.002 
.06) 
.045 
4L86) ' 
-.012, 
( .37) 



a. The sample is all nonenrol led males who were employed as wage and 
salary workers in 1966 and 1970. The ctepen^ent variable is the natural 
logarithm of the 19-70 actual wages (in 1966 prices) divided by the 1966 
attual wage. The mean value of .the dependent variable is .29. The sample 
* ts 1113; tRe is .092; and the constant in the regressfon is .623.- 



. ' : CHAPTER- VIII -^.'^ 

" . , Coficlusions and Policy Implicktloos 



. The purpose of this study is to provide empirifcal evidence on the determinants 
ahd^mp 11 cations of various youth labor market activities. The study is motivated 
by a desire both. to improve our understanding of how the youth labor-market .operates 
and to Identify raanpower problems that might be addressed by policymakers. This 
qoncluding chapter briefly summaHzes our findings and examines their possible 
im^Ucations for youth labor markei policy. 

8.1 Summary of Findings _ , i ^ ' , , ' 

The central hypothesis testedlthroughout the study is that observed. behavior 
in the youth labor market is guided by loni^ run competitive forces. Oyr results 
provide jnixed support for this hypothesis. 

The stQdy begins by documenting the flow of individuals Jnto school or work. 

As e)?pected, person's continuing thfir formal education beyond high school experience 

a less difficult transition into thje labor force, with a lower incidenc6 of unem- 
. ■ . ' ' , « ■ . ' \ 

ployment. Among. early entrants to-^he Tabor marlcet, high school dropouts are likely 

to experience the highest unemployment rates. , v. ^ ''-^ 

In examining the Wage determination process, "we find bat the influence of 
traditional human capital factors ^f strong and systematic, ^ducation, training . , 
and work,expertjence all increase th^e worker's expected wage. However, we also find 
that at any point in time, discrepancies exist between the typical worker's current 
and expected wage.. We calt this deviation the market dif^erentiaU 



• The'extent to>which th6 market differential persists over time indicates' 

the degpee of competitiveness of .the youth labor market and jjrovides an. 

imiiTlcit test of two" aJWnati.ve labor market theories. On the one hand, 

dual Ubor market theories argue that because of balkanization and segmenta- 

'. ■ ' • . ' ':• ■ • 

tion of the majrket, W9rkers . currently in jobs significantly below their 

P9tent1al are trapped in those jobs. No advancement is possible at the 'cur- 
rent job and=turnavef would, only result in unemployment or another dead-end^ 
low wage 'job. Alternatively, neoclassical theory predicts that market dif- 
ferentials stimulate forces that lead to their own liquidation. Wor-kers, / , 
earning less'than their potential will demand higher wages, and will be more 
likely to quit their current jobs; those earning more than their potential 
^jfill be denie.d. wage, increases, and will be more likely to be laid off.- Toy 
the exten.t that unemployment constitutes job seai^ch,, workers with positive 
market differentials may experience longer periods of unemployment which I«ad 
to above average increases in wages. - 

Our- results are mixed. The impact of the market differential on turn- ' 
over is not as systematic as anticipated; although workers receiving less 
than their capabilities warrant quit, positive market differentials do" not ■ 
■increase the probability of being laid off. :Moreover,, the expected 
■ influence of turnover and unemployment on wage change was not found.- On 
the other hand, estimates of the wage change model do imply dynamic equili- 
• bration in the youth labor market, with .substantial erosion of negative 
differentials and a 'smaller rfeduction in positive differentiaTs. We ajso; 
find that the erosion of market differentials is greater when the worker 
changes jobs. ^ . ^ ^ > > 



On the basis of these results, we conclMde that jnarket forces fScili^ 
tate the worker's attainment of his human Capital or potential wage, although 
we are unable to identify the preqfse channels by which thl's is achieved* 
The asymmetric impact of market differentials indicates a shift in^the wage 
distVtbution from year to year, with a deterioration in the relative posi- 
tion of workers iqitially earning more than the competitive wage--aVthough* 
real wages do not sctually decline. , ' 

The framework assembled to analyze equilibration tn the labor market - 

' ' ' f2* 

also permits concurrent anal ysisf" of .several other interesting topics; 
these, the effects of changing aggregate economic conditions and race and 

r 

sex discrimination are the most interesting. Here our findings are straight- 

forward: deteriorating aggregate labor market conditions severely disrupt 

the youth labor market, incRpasing unemployment afid^cdepressing wage growth; 

blacks have a greater incidence of un^mployjnent and receive substantial wage 

discounts, with the dispounts dimir|tshing over the time period we examine? 

for both blacks and -females, occupational and industrial status are" largely 

responsible for their lower economic standing. 

o • ■■ ' . 

3.2 Policy Implication? , " • n * . ^ 

Perhaps the^most significant fact about the youth labor market from a 

'policy viewpoint is the se\!^ere disruption brought about by declining aggre- 

gate economic conditions. The initial jpbi^ more difficult. to procure, 

* ' ^» • • * 

young workers are more likely to be pushed put of their jobs, the duration 

of unemployment is extended, and viage growth is depressed. Since the impact 

of a downturn falls disproportiortateJy on youth, macroeconomic policies 

designed to increase the overall l^vel of economic activity will be effective 



In ameliorating many youth labor market proBKms. In periods of substantial , 
c(verall unemployment, public employment programs (especially for minority 
&nd economically disadvantaged youth) may be useful in providing young 
people with essential work experience. • ^ 



Dramatic differences* are found in the labor market behavior of males 
and^emales.^ Even controlling for personal attributes and family backgrbund, 
males are more likely to continue their education past high school and enter 
the labor force later, with less difficulty. A large proportion of females 
are out of the labor force but not enrolled in school, even at^he youngest 
ages, probably reflecting the importance of domestic responsibilities. * ^ 
Coming at sucfr a critical period in, the life cycle, this break in labor 
market experience surely affects their future labor market outcomes adversely. 
Because females are not as successful in acquiring actual work experience^ 
their economic position drops even lower as the aging process continues. The 
major problem, however, *is not discontinuous work experience: females *just 
do not obtain high paying jobs consistent with tfieir capabilities. The 
*loss in w^ges resulting from discontinuous work experience \^ secondary to 
the component of male-female wage differences not explained Tjy variations 
in hilman capital.. In many respects, blacks sharp a similar experience: they 
have^ lower enr*ollment rates and higher unemployment rates thiin whites ^ 
(althougli blacks are somewhat more likely to continue their education con- 
trolling for personal attributes and family background). Black wage rates 
are'beTow those of equally qualified whites, but the differential had dimi- 
.nished somewhat by the early 1970's. These facts call for continued e''f/orts 
to redude market discr^ination and broaden the range of work opportunities 
available to. minorities. ^ \ 



^ Hunan capital investments (especially forma} Education, work experience 
and training.) have a substantial positive impact on the earnings of youth, 
increasing both the probability of employment and the wage rate. Various 
"^'frqgrams h'ave been suggested to encourage this investment, including "vihrk- 
'study programs, and tuition subsidies for post-secondary training. The ' 
■ school to work transition of noncollege youth can perhaps bfe improved by 
access to programs of this nature. ^ *^ 

In a static settirtg, many young workers are in jobs below> their cap- 
abirttles^ They are nxrt permanently trapped in these jobs-. The path upward, 
however, -is circuitous and usually involves a job and/or occupational change. 
Thus, much of the job chanq,ing activity of youth functions to improve the . 
worker-job match. ' Improved. information and counseling s.ervi^es could, help 
accomplish this desirable matc)i1.ng of>,workers and jobs. 

We would "like to know, much mb^ about the^youtfi* labor market. The most 
. • . . . • ' i' 

serious deficiency of the study is oar 'limited investigation of job turnover 

and^ unemployment. We restricted the sample to job changers; that is, per- 
sons employed in" consecutive survey years. This group' appears to enjoy a 
relatively smooth adjustment to the market, with a very low, incidence of' 
unempToyment and wages moving quickly upward to liquidate noncompensating 
differentials. Greater difficulties are encountered by those who quit or* 
are laid off but are not employed at the subsequent survey. Since we did 
not ana lyz^. their eventual adjustment tp' the laboc mark.et, it is difficult 
to draw conclusions about the efficiency of the market mechanism. Future 
work should, include. both job leavers and new labor-market entrants In the 
analysis. ' * , '' \ • 

211 '. ■ 
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Another Important gap ifi the study is our inability to measure attri- 
butes,. especially trainiftg opportunities, associate^ V/ith the current job. 
VawMlons in these training opportunities may well account f forepart of 
the wage growth observed between surveys. 



- Finally, it must be emphas^zed that the youth labftr ma/rlcet we examine 
was that of the 1966 to 1971 period. Since that time, the demographic 
pictoire has begun to change drastically, with steady declines in the number 
of young people'^ preparing to move into the la^or market. In addition^ 
spctal and legal pressure mitigating against nacial and sexual dJscrijni na- 
tion has continued. These factors may well hav>^ resul ted in substantial 
structural' changes in the youth labor market in rScent years. 
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